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Work Participation Rates

Question:

Answer:

Question:

Answer:

Question:

Answer:

Why are so many states not meeting the work rates? Does that mean welfare
reform is a failure?

It’s important to keep in perspective that 93 percent of the welfare caseload is
made up of single parent families and nearly all states expect to meet the work
rates for those families. The law requires 25 percent of the total welfare caseload
to work and 75 percent of two-parent families to work. We think these work rules
are tough but fair and states with serious welfare reform efforts should be able to
meet them.

How many states do you expect to fail the work rates?

We are not sure. States have until mid-November to report data. Informally,
most states have told us they will meet the overall 25 percent work rate, but many
have reported concerns about meeting the 75 percent two parent rate. As you may
know, the Associated Press surveyed states and found 19 states expect to fail the
two parent work rates and seven states do not know. However, because of the
staggered start dates for state TANF plans, only two-thirds of states have to report
data and are subject to financial penalties this fiscal year, and none of these states
will be reporting more than three months of data (from July 1- September 30th).

Will the Administration penalize states that fail the work rates?

We will impose penalties on states that do not meet work rates. We believe it is
critical that states place a priority on putting welfare families to work. The law
does provide states with the opportunity to receive a credit toward the work rates
for those who leave the welfare rolls and allows them to propose a corrective
compliance plan in lieu of a penalty. We will evaluate these requests on a case by
case basis.



Question:

Answer:

Question:

Answer:

Question:

Answer:

Is the Administration going to weaken the two parent work rate through
régulations, as The New York Times reported this morning?

. The welfare law explicitly says that states shall receive a "pro rata reduction of the

participation rate due to caseload reductions” and provides a formula for reducing
the work rates from, for example, 75 to 50 percent, if the state has had a 25
percent caseload reduction. Thus it is the law, not the regulation, which provides
the caseload credit.

[Background: the issue raised in The New York Times this morning is whether
the regulation will give states the choice of using the percentage reduction in two
parent families or the percentage reduction in all families when subtracting the
credit from the 75 percent two-parent work rate.]

What will the penalties be?

States will be penalized 5 percent of their TANF block grant for the period in
question (in this case, one to three months). For each consecutive year of failure,
the penalty will increase.

What data will be available today?

Actually, we don't have any data to release today because states have until mid-
November to report work participation data to HHS for the fiscal year ending
September 30th. Also, because of the staggered start dates for state TANF plans,
only 34 states have to report data this fiscal year, and none of these states will be
reporting more than three months of data (from July 1- September 30th).

Child Support Computer Systems

Question:

Answer:

Haven't a lot of states failed to meet the October 1st deadline for having state-
wide child support computer systems in place? What is the Administration
planning to do about this?

States have had nine years to develop these computer systems, and we don't
intend to extend the deadline any further. We do, however, believe that the
current law -- which requires us to withhold all federal child support funds -- will
undermine efforts to collect child support for need families. Thus, while we
proceed with the penalty process, we intend to accept the invitation from members
of Congress such as Chairman Shaw to try to work together to devise an
additional penalty structure.
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Answer:

Question:

Answer:

Question:

Answer:

Doesn’t the states failure to put in place these computer systems show that these
computer systems will never work?

To the contrary -- the increasing computerization of the child support enforcement
has been one of the key reasons child support collections have increased by 50
percent over the past four years. Computers enable us to find and withhold child
support from paycheck and bank accounts automatically. The National Directory
of New Hires, which will go on line today, will enable us to find parents working
in another state from their children.

What exactly is the National Directory of New Hires?

Whenever a new employee is hired, employers will report six types of data --
employee name, address, Social Security number and employer names, address,
and federal employer identification number -- to a state new hire database. Each
of the fifty states will then report that data to the National Directory of New Hires,
where it will be matched against records of parents who owe child support to
locate and begin collection procedures against them.

Which states will not have met this computer systems deadline?

The Department of Health and Human Services believes that 17 states and the
District of Columbia will not meet the deadline. These states are: California,
Michigan, Illinois, Ohio, Pennsylvania, Nevada, South Carolina, New Mexico,
Alaska, Maryland, Indiana, Hawaii, Massachusetts, North Dakota, South Dakota,
Oregon, and Missouri.
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DIANNE FEINSTEIN
CALIFORNIA

September 17, 1997

Honorable William J. Clinton
President of the United States
The White House

1600 Pennsylvania Avenue
Washington, DC 20500

Dear Mr. President:

Thank you for meeting with me on Monday to discuss the issues of assault weapons,
the continued circulation of high-capacity ammunition clips, and the ability of the Bureau of
Alcohol, Tobacco and Firearms to enforce our nation’s Federal firearms laws. In addition, I
appreciate your willingness to try to look into the issue of California and other states facing
the possible loss of billions of dollars in Federal funds due to a delay in development of a
child support enforcement system as required under the 1988 Family Support Act and Welfare
Reform.

As a follow up to our meeting, let me reiterate what it 1s I am hoping we can each do
to further our common goals.

Legislative on high-capacity ammunition magazines (HCMs) or imported HCM:s.

I intend to introduce legislation that replaces the grandfather clause on high-capacity
ammunition magazines in the 1994 Crime Bill with a prohibition on the commercial sale of
HCMSs manufactured prior fo the ban. If passed by Congress, this will have the added effect
of prohibiting the importation of high capacity clips as well. I am asking that you and your
Administration support this effort and commit to use the power of your office to help bring
this i1ssue to the American people, in addition to helping me weigh in with key legislators for
passage of this amendment. The legislation was drafted by Wilke Green of my staff, and he is
prepared to brief your staff on the details of the legislation and the strategy for introduction.

Administrative Action on Imported HCMs

As we move forward on legislation addressing the issue of pre]?ban large-capacity
clips, I believe there is action you can take to suspend the importationﬁpre—ban clips. I urge
“ A you to issue a directive to the BATF to determine the manufacture date of imported
clips prior to approval of any applications for import permits. If BATF is unable to determine ?
with certainty the date of manufacture, fh_e_Wﬂnit should be denied. ‘




President William J. Clinton
September 17, 1997
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Understanding that this directive will likely be challenged in court, I will help build the
case in the Senate that the continued importation of these large-capacity clips violates both the
spirit of the law and the intent of Congress, and will encourage my counterparts in the House
of Representatives to do the same as I work toward passage of legislation to address this issue
permanently.

Bureau of Alcohol, Tobacco and Firearms - Enforcement and Staffing

It is clear to me that however committed the BATF is to carry out our nation’s gun
laws, their enforcement ability has been hampered by inadequate staffing, statutory limits on
their inspection authority, and internal policies that discourage inspections not relative to an
on-going criminal investigation.

I am asking you to consider, in your FY 1999 Budget to Congress, an increase in
funding for the BATF for the purpose of adding additional field inspectors. I am also
requesting that you issue a directive to the BATF to change current internal policies g
prohibiting field inspectors from attending gun shows without their attendance being relative
t6a ciminal investigation. Further, in your order, direct the BATF to proactively send field
inspectors to gun shows for the purpose of enforcing Federal firearms laws and to serve as a
deterrent to those who would violate the law. I pledge to work in the Senate to build support
for your efforts to address both of these issues.

Importation of Israeli Galils and Uzis

As we discussed, I sent a letter to Prime Minister Binyamin Netanyahu urging him to
intervene in the planned export to the United States tens of thousands of modified Uzis and
Galils by a government-owned munitions manufacturer, Israel Military Industries, Ltd. I am
asking that you issue a directive to the Department of Treasury to suspend pending permits of '7
these weapons until such time as a clarification can be made as to the suitability of these
weapons for sporting purposes. This order would be modeled after a similar directive 1ssued
by the Treasury Department and supported by President Bush in 1989. In that order, President
Bush suspended the pending import permits of 24 types of assault weapons in order to
determine whether or not the weapons were suitable for sporting purposes under 18USC
925(d)3. I believe you have an opportunity to take the same action in this case.

Further, [ am requesting that you use diplomatic channels to persuade Israel, in the
interest of public safety, not to export these weapons to the United States.
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Child Support Enforcement System Automation

Finally, as we discussed, I am heartened by your willingness to do what you can to
prevent California and other states from losing billions of dollars in federal funds, which
include all of the states’ Temporary Assistance for Needy Families (TANF) funds and the
Child Support Enforcement System funds because these states will not meet the October 1,
1997 deadline as required under welfare reform.

Without your intervention, California could lose $3.7 billion in TANF funds and $300
million in child support system funding. I am asking you to impose a temporary 6 month
moratorium on the penalties for failure to meet the October 1st deadline in order to give
California and other States the ability to implement their TANF programs and to improve their
child support systems. California’s state and local officials are making every effort to comply
with the law as expeditiously as possible.

Mr. President, I know these issues are as important to you as they are to me. [
understand the difficulty in addressing some of these firearms issues in a Republican

Congress, but I am willing to do everything in my power to try, and I hope you will do the
same. '

I stand ready to assist you in every way, and I look forward to working with you, the
Vice President, and others in your Administration to get the job done. The public stands
behind you on this issue; of that I have no doubt. The rest is up to us.

If you would like to discuss this further, or if there are any questions you have, please
do not hesitate to call me or have your staff contact Wilke Green of my staff at (202) 224-
1227. Thank you again for taking the timgtQ meet with me, and for your willingness to help.

ited States Senator

cc; Vice President Al Gore
Thomas F. “Mack”™ McLarty, Counselor to the President
Erskine Bowles, Whité House Chief of Staff
Bruce Reed, Assistant to the President for Policy Development
Kay Casstevens, Office of the Vice President
Tracey Thornton, Special Assistant to the President for Legislative Affairs
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THE SECRETARY OF HEA(LTH aAND mUMAN SERVICES
WwASMINGTON. O 2020}

The Heonorable [name]
Governocr of IStatel
[City). (Statel] [2ip Code]

Dear Governor [Name]:

I am writing you about a critical issue cto the well-being of
American children - using modern technology to strengthen the
Nation‘s child support enforcement program so that children
receive the financial and emotional support that they need and
deserve,

Statewide, automated child support enforcement systems are
crucial to the success of the child support program. Congress
recognized the importance of automated systems in 1988 when it
passed the Family Support Act (FSA), which required States to
develop and implement information gsystems which would serve the
child support program. According to the law, all States must
meet the systems-related requirements of the Family Support Act
no later than October 1, 1997. If a State does not meet these
requirements, it will not be able to maintain an approved Child
Support State plan. Without an approved plan, a State will not
be able to receive Federal funding for its child SuUpport program.

Yet, as of today, only sixteen States have been certified as
meeting the automation requirements of the Family Support Act.

The remaining States, including your State, are at various stages
of completing their systems. Many State officials have expressed
confidence that their systems will meet all necessary
requirements. However, I am aware that a number of States may

not have statewide, operational CSE automated systems by this
October. I cannot stress enough the importance of meeting these -
automation requirements. :

Scaff from cthe HHS/Administration for Children and Families (ACF)

will be visiting your State to determine the status of your Child
.. Support -Enforcement system:implementation efforts.. "My staff .wills . - -
; ip:ovideg;hei:,deta;lgdfggggssmegcipﬁ;ypug;Stace{sﬁgfﬁprsf;o%yéﬁt
-hild:support: enforcementsstatfl, - ‘They ‘will“also’ report. the; Tit .,
SULCs, OF their findingsfto mevandil will shate those €indir

e "»“ '; - o A t‘,‘v. e . .,‘.;._ o M —".' . ‘ _|’A ..::_‘_ : oo _‘;'_‘;:-. B
The’ importance. of :¢ Lifig, ‘an automated; 'statewideschild support
enforcement ,system= BNN0E: beroverstated: < I"Know you share’my /™
‘-commitment” and herfore/-ask-you: to encourage your-staffto ‘move" ,
-he-g&dl ‘of “'successful 'system implementation. : ™ 7w -
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Page 2 - The Honorable [Name]

The Adminiscration for Children and Familieg’ will continue to
aceist States thac are having difficulrty méeting the October 1st
deadline by offering individualized : plans, as appropriate.
Please be assured that my Department will continue its efforts co
work closely with States to meet the automation requirements of
the Family Support Act of 1988 and to lay the foundation for
implementing the system enhancements set forth in PRWORA.

1 appreciate your continued commitment to ensuring that all
states meet our Child Suppert Enforcement goals for our children.
If you would like to discuss any of these requirements, DHHS
stands ready to work with you.

Sincerely,

Donna E. Shalala
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ADMINISTRATION FOR CHILDREN AND FAMILIES
Office of the Assistant Secretary. Suite 600

370 L'Enfant Promenade. S.wW. '
Washington, D.C. 20427

Ms. Leslie Frye, Chief

Office of Child Support
Department of Social Services
744 P Street, Mail Stop 17-229
Sacramento, CA 94244-2450

Dear Ms. Frye:

Thank you for sharing various options for dealing with those
States with automated child support systems which will not meet
the statutory deadline and the certification requirements set
forch in the Automated Systems for Child Support Enforcement: A

Guide for States. Your suggestions have helped to inform our
discussion of this issue.

I also appreciate receiving a copy of the SACCS Alternative.
Report-Draft 6 dated July 28, 1997. I understand that the State
has made nc decision regarding an approach to meet the business
needs of California‘s child support enforcement program, as well
as to meet Federal statutory and regqulatory requirements.

We are aware that the State is planning a meeting in mid-
September with county officials regarding the California
automated Child Support Enforcement (CSE) system. It is our
understanding that a number of different automated systems Wlll
be demonstrated at that meeting. ~

As you consider your options, I thought that the following
information would be helpful. ACF does not intend to modify our
regulations, practice and policy defining a single statewide
system or make substantial changes in our system certification
requirements for the Family Support Act of 1988 at this time.
Therefore, any consideration of the consortium approach must be
within the context of current statute and regulations, which
eXpressly require each State to operate a single, statewide
automated CSE system.

 Statewide, automated systems are crucial to the success of the
-child support program. Computerized systems .are the only means
to: prov1de both ‘prompt and reliable processing -of” ‘information :- l
with. a’current-national’ caseload of 20 million; "wé.must move i
forwarduaggresslvely\with new? echnologies 1£1we are uo»befable
el e ,&M, ;
1transactlons An- every State.,,Moreover. th15¢provision;also helpsl W
_:ensure»that“avState s :CSE"system will" provmdegmseamless“ ey
1nteroperab111ty among\sub ~state "CSE" agenc;esw--*aucon51derat10n“'“
gof major importance. in a State,::such as Calzfornza, where ‘the CSE -

’

program is predomlnantly county-based.: = . RS
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-
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Congress recognized the importance of automated systems 1in 1988
when ir passed the Family Support RAct (FSA), which required
States to develop and implement information systems which would
serve the child support program. According to the law, all
States must meet the systems-related requirements of the Family
Support Act no later than October 1, 1997. If a State does not
meet these requirements, it will not be able to maintain an
approved Child Support State plan. Without an approved plarn, a
State will not be able to receive Federal funding for its child

support program.

As you may know, our regulations permit ACF to grant a waiver for
an "alternative systems COnflguratlon" that meets cercain
requirements. A consortium approach, such as the approach that
is being considered in California, would, 1if submitted to us, be
reviewed under this provision. However, the regulations do not
permit us to fund the full cost of an alternative system
configuration. Rather, we may provide funding at the enhanced
and regular rate (as applicable) only for:

- development of the base system;

- hardware, operational system software, and electronic
linkages with the separate components of an alternative
system configuration; and

- minor alterations for the separate automated or manual
processes that are part of an alternative system
configuracion and for operating costs including hardware,
operational software and applications software of a
computerized support enforcement system.

Federal funding is not available for other costs, e.g., the
development of new systems or making major changes or
enhancements to separate automated or manual processes for other
than the base system.

For us to approve a wWaiver to enable California to pursue an
alternative system configuration, the State would need to
demonscrate that the system:

_-/

1) could be implemented more qulckly than a single,
statewide system; _

2)  would provide for at least the same.level of - %, R aLh
._f‘.ufunctlonality as a- single,. statewide system, and»woul N S8 s
,»™ ‘enablevthe, State to: mee: all appllcable statutory: :

‘f*¢fcr;teria, and' ST 2w , R

Y o — .
2 e RS q#“«‘ - ' P
. S a” - oo .
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54 ) Ac ekl POlnt in’ time, fundzng at- the 80% or: enhanced rateh_ﬁ_
.:_us ;availableto the? State; . subject to: applzcable llmltatlons¥‘*ﬁ"
;Punding ac the 90% FFP.rate- 1s not avallable after September 3o,ﬂ“u“;
1997. : : : .
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3} would not require Federal funds in excess of an amount
equal to the cost of developing and implementing a
single, statewide system.

If the State wishes to pursue a request for a walver and approval
of an Advance Planning Document for an alternative system
configuration, the regulations at 45 CFR Part 95, subpart F 1list
the requirements for such a submission. 1In order for us tec
assess whether we could approve such a request, we would also
need to have, for comparative purposes, an assessment of the
costs, timeframes, etc., of developing and implementing a single,
statewide CSE system. We would also want an analysis of how the
State would overcome the significant difficulties that have
delayed implementation of the Statewlde Automated Welfare System
{(SAWS) under title IV-A -- an effort that seems to be analogous
to the consortia approach that you are considering. Any delays
similar to those encountered in the SAWS consortium approach
would result in the State’s inability to meet additicnal CSE
system deadlines that were added by the welfare legislation in

August 1596.

I look forward to continued discussions on how we can work
together as partners to achieve our common goal of improving
child support enforcement in California. If you have any
questions regardlng this issue please contact me at (202) 401-

5180.

Sincerely,

John Monahan
Administration for
Children and Families

A similar letter has been sent to Mr. Dean Flippo

cc: John Thomas Flynn’
Sharon Fujii
IR David Gray Ross -
-3 . Norm Thompson ':;}g""
Ticles and addltlonal .CC

Faoudooo,
¢




Wr-clu “ YuppeT

* SCHEDULING REQUEST September 25, 1997
ACCEPT REGRET PENDING
TO: Stephanie Street, Director of Scheduling and Advance
FROM: Bruce Reed, Assistant to the President for Domestic Policy
REQUEST: Child Support Enforcement Event.
PURPOSE: To demonstrate the Administration's commitment to cracking down on

dead-beat parents.

BACKGROUND:  The President should do an event or radio address on the increase in the
collection of child support from federal employees and contractors and
announce new measures to encourage the payment of child support
nationwide. At this time he would announce new data on the Treasury
Department's success in collecting child support from federal employees;
new rules to prevent doctors who owe child support from getting payments
from Medicare; unveil the national new hire reporting system which goes
on line October 1st; and call upon Congress to enact the Administration's
proposal for tougher sentences for parents who cross state lines to avoid
paying child support. |

DATE & TIME: October 7, 1997 or Radio Address on October 4, 1997
LOCATION: White House

PARTICIPANTS: TBD

OUTLINE

OF EVENTS: TBD
REMARKS

REQUIRED: Yes
MEDIA

COVERAGE: Open press
RECOMMENDED

BY: Bruce Reed

CONTACT: Christa Robinson x6-5165
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Child Support Computer Systems

Background
Nine or more states are expected to fail to meet the 10/1/97 deadline for child support computer
systems. The 1988 Family Support Act required states to have “in operation a single, state-wide
automated data processing, information, and retrieval system” by 10/1/95; this deadline was
extended by two years in the last Congress. -

The states expected to fail are California, Michigan, Illinois, Pennsylvania, Ohio, Maryland, D.C,,
Nevada, and Hawaii. Other possibilities include New York, Florida, Texas, Indiana, South
Carolina, and New Mexico. We won’t actually know on October 1st how many states have
failed, because under the law states have until December 31st to submit to HHS a state plan
amendment indicating that their child support system was completed and operating as of October
1st. HHS must then conduct certification reviews to assess states compliance.

Under current law, HHS must disapprove a state’s child support plan if it does not meet the
computer systems requirement -- thus withholding all federal child support funds from those
states. (The federal government pays 66% of administrative child support enforcement costs, and
EO% for computer systems costs before FY 1997 and 80% up to a total of $400 million for costs

thereafter.) In addition, HHS must reduce the TANF grant by between one and five percent.

alifornia says it will lose $300 million in federal child support payments and between $37 and
$185 million in TANF payments, and state officials have asked foi a White House meeting the
second week of September to press for legislation to assist them.

While by law HHS must withhold federal child support payments to non-compliant states, HHS
General Counsel believes HHS could establish, via an Action Transmittal, a process whereby
HHS would hold this penalty in abeyance on the condition that a state enter into and carry out a
corrective action plan. HHS does not have, but would like to have, the authority to impose
altefnative penalfies, i.e., withhiold 5 - 10% of a state’s federal child support funds. House Ways
and Means staff have indicated that they would like to work with the Administration to develop
legislation on this issue to be enacted as soon as possible.

' Issues to Resolve
1. Are we willing to press the ‘nuclear button’ and withhold all federal child support funds

from states that have not met the computer systems deadline?

2. Are we willing through executive action to enter into corrective action plans with states
which do not meet the October 1st deadline? What penalities and financial incentives
should those corrective action plans include?

3. - Shall we work with Congress on new legislation providing a range of penalties and
explicitly authorizing a corrective action plan process?

4. Will we support California’s proposal to allow a combination of systems linked
electronically to count as a single state-wide system?



Child Support Computer Systems

Initial HHS

Revised HHS

OMB (tentative)

Alternative

California

1. Send warning letter to
states threatening loss of all
federal child support funds if
systems requirements are not
met.

2. Issue “Action Transmittal”
outlining Corrective Action
Plan Process.

3. Negotiate Corrective
Action Plans with States.

4. Pursue Legislative Strategy
to Develop Calibrated
Penalties.

1. Send warning letter to
states threatening loss of all
federal child support funds if
systems requirements are not
met.

2. Pursue Legislative Strategy
to Develop Calibrated
Penalties.

3. Issue “Action Transmittal”
outlining Corrective Action
Plan Process (if needed).

4. Negotiate Corrective
Action Plans with States.

1. Send warning letter to
states threatening loss of all
federal child support funds if
systems requirements are not
met.

2. Pursue Legislative Strategy
to Develop Calibrated
Penalties which include
financial penalties and
incentives as part of
Corrective Action Plan (i.e.,
lower federal match until
progress made on CAP).

3. Issue “Action Transmittal”
outlining Corrective Action
Plan Process (if needed).

4. Negotiate Corrective
Action Plans with States --
include financial penalties and
incentives (i.e., lower federal
match until progress made on
CAP).

1. Send warning letter to
states threatening loss of all
federal child support funds if
systems requirements are not
met and witholding of

2 percent of TANF funds per
section 409(a)(8) (states will
be required to provide
additional funds to meke up
the shortfalt).

2. Pursue Legislative Strategy
to Develop Calibrated
Penalties which include
financial penalties and
incentives as part of
Corrective Action Plan (i.e.,
lower federal match until
progress made on CAP).

3. Issue “Action Transmittal”
outlining Corrective Action
Plan Process (if needed).

4. Negotiate Corrective
Action Plans with States --
include financial penalties and
incentives (i.e., lower federal
match until progress made on
CAP).Corrective Action
Plans with States -- include
financial penalties and
incentives (i.e., lower federal
match until progress made on
CAP).

1. Enact Legislation allowing
a combination of systems

linked electronically to count
as a single state-wide system. -

2. Enact legislation which
deems states approved who
have entered into Corrective

Action Plans with HHS.
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Record Type: Record

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, Diana Fortuna/OPD/EOP

cc:
Subject: Senate Letter on Child Support Computer Systems Deadline

We've received a faxed letter to the President from 19 Sepators (Feinstein, Moseley-Braun, Reid,
Boxer, Abraham, DeWine, Bryan, Akaka, Sarbanes, Mikulski, Bingaman, Santorum, Levin, Johnson,
Glenn, Domenici, Specter, Daschle, and one signature I'm still trying to decode) asking us to
support a six month moratorium on penalties for states not meeting the October 1st deadline. As
you know, Senator Feinstein raised this at her meeting with the President on Monday and he was
non-commital. | was just sent_a copy of-a-note-from-him-saying "can we help on_this." | will write

an item for the weekly on it.
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Record Type: Record

To: Bruce N. Reed/OPD/EQOP, Elena Kagan/OPD/EOP

cc: Diana Fortuna/OPD/EOP
Subject: Child Support Enforcement Position

Bruce and Elena -- you both said this morning you would be willing to have us take up Haskins'
invitation to discuss a new, more effective penalty structure for states that don't meet the
computer systems deadline. OMB agrees, but they want to signal this in the testimony Judge Ross

will'give on Wednesday, by adding a paragraph --

"Given the enormity of the penalty under current law -- the loss of all child support enforcement
funding -- we believe that it may be worthwhile to consider an alternative penalty structure that
would provide the proper incentives to help States be accountable. Penalties should be tough,
automatic, and rapid when a State fails to_meet the deadline for certification of their automated
system. And penalties should continue to increase as long_as a State remains out of compliance.
Exceptions should be extremely limited (e.g. natural disasters). Only in this way can we create a
real incentive for States to comply while maintaining the operation of the program. The
Administration would be willing to discuss such an approach with the Committee.”

What do you think?
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Copyright (c) 1997 The Associated Press
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Child Support: Federal agencies not checking ap on doctors’ child support

WASHINGTON (AP) The federal department responsible for enforcing child support laws continues to write checks to nearly
1,200 Medicare doctors and medical researchers who owe $21.5 ‘million in unpaid child support, an internal report finds.

Officials say it may be more grouble than it's worth to go after so few delinquents. But the report argues that the Department of
Health and Human Services should try harder to set 2 good example. .

It is untenable for this department to pay what amounts to income to individuals who it kmows are out of compliance with child
support obligations,” wrote HHS Inspector General June Gibbs
Browm.

. y
" In 1993, President Clinton made the same argument as he ordered a crackdowa designed 1o make the federal government **a
model employer” regarding child support

“We will find you. We will catch you. We will make you pay,” Clinton warned then, as he signed an executve order rcqmnng
agencies to withhold past-due child support from payments to federal emplovess and contractors.

But that order. signed in February 1993, has not been uniformly enforced, said Michael Kharfen, spokesman for the HHS agency
that handles child support. Some agencies have been more willing than others to gamishee wages and payments,_ he said.

HHS Secretary Donna Shalala, who supervises all of the agencies involved, could not be reached for comment Tuesday.

Nationwide, parents owe $34.5 billion in overdue child support I ust 20 percent of families who are owed child support receive
payments.

The inspector general's report focused on a set of doctors and found 1,184 deadbeats who owed $21.5 million. That was Ies than
1 percent of the 422,643 ¢ases cxamined,

Using databases, the report matched child support delinquents with doctors who treat Medicare patients, researchers with grants
from Ihe National Institutes of Health and health care
professionals who received loans or grants for school through the National Health Service Corps.

Most of the delinqueat parents 1,105 of them were doctors serving in the Medicare program for the nation's elderly.

But the inspector general was only able to examine the records of 55 percent of Medicare doctors, so the acrual nurmber who owe
child support could be much higher.

The report recommends that HHS start enforcing Clinton's executive order, saying it can start by doing the same computer
matches thar investigarors did.

Beyond that, it suggests that agencies require doctors to sign statements swearing they aren't delinquent in ¢hild support before
they can receive Medicare paymments or grants, That would require new legislation punishing doctors if they lied,

Fipally, it recommends that HHS crosscheck applicants for federal money with a new database of all delinquents that is being
created. The deparument should then deny payineats to those not paying child support, it said,

Please contact Dana Colanulli if you would [ike to receive the WR Daily Report by e-mail or if you have questions about articles found
in this publication. (declarulli@acf.dhhs.gov (e-mail} or 202-401-6951 {voice)).
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A spokesman for the HHS agency that administers Medicare, Chris Peacock, said the agency ™ absolutely believes that doctors
who are delinquent in child support payments shouldn't be getting Medicare money.”

Peacock sajd Medicare is working to find a solution. But in written commnents, the agency objected to every suggestion by the
inspector general.

It argued that a doctor caught through 3 computer match could simply reapply as a corporation and that evea if a new computer
system worked it would " disrupt patient service" if doctors were kicked out of the program.

The agency also complained that requiring doctors to sign a statement would be an ™ administrative burden” for doctors when very
few are in violaton. Plus, it said, doctors might easily lie, and investigations would be expensive.

The National Institutes of Health also argued it is not worth denying grants to a few researchers whea 99.72 percent owe no child
supporL :

"' This is an extremely high compliance rate, one which we would be pleased to achieve in other areas,” said Anthony L. Iteilag,
NIH depury director for management.

But $21.5 million means a lot to the families who have it coming, said Debbie Kline of the Association for the Enforcement of
Child Support

“*There isn't really an amount that is too small to overlook,” she said. ** The federal government should not be paying moaey to
criminals who are neglecting their children.”

Copyright (c) 1997 The Associated Press
Received by NewsEDGE/LAN: 9/3/97
Child Support-Glance

Details of a report by the inspector general for the Department of Health and Human Services into child support delinquency by
certain medical professionals:

In Medicare, the report cxamined 391,148 doctors. Another 317,682 Medicare doctors were not included because they did not
have Social Security numbers in their files and could not be matched electronically with child support data.

. At the Natiopal Institutes of Health, the report examined 26,593 researchers who were involved in nearly 40,000 grants.
Inspectors also looked al 4,902 people who were given loans or scholarships for school through the National Health Service Corp.

Absent parents studied were better off economically than those in the general population who owe child supporz. Sull, they owed
morc than twice as much per child, on average,

Of the 1,184 people who owed child support, 108 owed more than $45 000,

In Medicare, some of the doctors were paid significantly more by the government than they owed to their children, But others
filed no Medicare clairas during 1993, the year that was studied, or were paid I¢ss than what they owed.

Please contact Dana Colarulli if you would like to receive the WR Daily Report by e-mail or if you have questions about articles found
in this publication. (deolarulli@act.dhhs.gov (e-mail) or 2024016951 (voice)).
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Child Support Enforcement/New Hire Reporting
September 22, 1997

What is this “vast database of all new hires” described in today’s
New York Times?

The National Directory of New Hires is part of the welfare law’s new tools to
collect child support from deadbeat parents. The best way to collect child support
is to take it right out of parents’ paychecks, a process called “wage withholding.”
Before now, it was easy for the 30 percent of parents who live in a different state
from their children to avoid wage withholding because the state where their
children live couldn’t access their wage data. The National Directory of New
Hires, which will go on-line October 1st, will change all that. The Department of
Health and Human Services estimates that the new hire directory will increase
child support collections by $6.4 billion over the next ten years.

What exactly is the National Directory of New Hires?

Whenever a new employee is hired, employers will report six types of data --
employee name, addresss, Social Security number and employer names, address,
and federal employer identification number -- to a state new hire database. Each
of the fifty states will then report that data to the National Directory of New Hires,
where it will be matched against records of parents who owe child support to
locate and begin collection procedures against them.

Aren’t there privacy concerns raised by such a database?

Federal law requires the Department of Health and Human Services to establish
safeguards to protect privacy and ensure the data are used only by authorized
persons for authorized uses. These issues were reviewed in great detail as the
child support legislation was considered in the last Congress, and there was strong
bipartisan support for the establishment of the new hire directory and other new
child support enforcement measures.
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Record Type: Record

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, Diana Fortuna/OPD/EOP, Emily Bromberg/WHO/EOP

cc:
Subject: HHS letters to states re: child support enforcement

1 will fax you each copies of the two letters:

1) One Shalala wants to send to governors of states which do not yet have a certified
computer system saying statewide systems are crucial and by law HHS must withold all federal
funds to states that do not meet have them in place by October 1.

2) One from Monahan to the California child support enforcement director saying we do not
intend to modify our current regulations, practice or policy to allow California to have a child
support computer system that is not statewide, unless, as currently allowed, the alternative would
function as well as a statewide system and meet all the current statutory requirements.

Please let me know if you have any comments.



Wo-cuill wapper®

Cynthia A. Rice 09/09/97 12:38:07 PM

Record Type: Record

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, Diana Fortuna/OPD/EOP

cc:
Subject: Child Support QA

We've taken out the reference to additional penalties in Judge Ross' testimony, and have been
going back and forth on a Q&A instead. HHS wants to say simply we're willing to work with the
Committee to keep from hurting children. OMB and | have worked up a more aggressive version,
below:

New schedule from Haskins: he wants to put together a bipartisan Congress/Admin group to
develop a proposal on systems penalties to move forward at the first of the year. He apparently
doesn't think it can get done by end of this session. He's apparently planning to have Shaw say
tomorrow something like: 16 states are now certified, 35-40 will be by end of year. We're
concerned that states haven't made it. We want to work with Administration and others to find
ways to ensure all states have functioning state-wide computer systems in place...

Q: Do you really intend to disapprove State plans for those States whose automated systems
are not in compliance? What other options do you have for responding to such States?

A: The federal law is very clear that States must have a comprehensive state-wide computer
system in place in order to continue to receive federal child support funds. We intend to
enforce the law. But obviously, no one wants to hurt children by jeopardizing State child
support systems. Thus, should the Congress be willing to discuss additional penalties which
would allow the State child support programs to continue running while providing strong
financial incentives for them to come into compliance, we would be happy to work with you.

Withholding all federal funds would still remain a very real possibility, but new penalties,
which were tough, automatic, and rapid when a State fails to meet the deadline for certification
and continued to increase as long as a State remains out of compliance, would create a real and
immediate incentive for States to comply while maintaining the operation of the program. The
Administration would be very interested in working with the Committee to develop additional
penalties along these lines.
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The Honorable Wiiliam Clinton

The White House
Washington, D.C.- 20500

* Dear Mr. President:

Turge you not te follow advice given to you In a recent letter from several Senators,
The letter encourages you to support delaying an October 1, 1997 deadiine for states to
establish an approved avtomatic data system that is to serve as the control center of their
child support enforcement program. As Chairman of the House Subcommittee with
jurisdiction over the ¢hild support program, 1 apposc this recommendation for several
reasons.

Child support enforcement is one of the most populer programs run by the federal and
state govemments. Last year it collected about $12 biftion In support for America’s children,

much of it for children in Jow-income single parent familles including mothers trying to

escape welfare. Despite such large collectlons, Cangress has helleved for many years that the

program needs to be greatly strengthened. Experts estimate that a highly efficlent system
. could collect up.to $S0 billion in support. That Is one reason Congress made substantial
- thanges {n the program in last year's welfase reform law.

Based on hearings conducted over the past several years and extensive consultation
with experts on the child suppont program, I think there is general agreement that the
backbone of the child support program s automatic data processing. Indeed, the federal
government has aow spent $2 billion on these daia systems; the states have spent an
additional $0.6 bilfion. And yet, again based on hearings and ¢onsuitation with experts, plus
an excellent recent study from the U.S. General Actounting Office, the data systems in many
states remain deficient. Our best gucss is that between 10 and 15 states are not going to meet
the October 1 deadiine refetred to above.

Given this background, [ would like you to consider the following issues. Flrst,
Congress has already dclayed the deadline by two years. Legislation passed overwhelmingly
in 1988 required the data systems to be completed by October 1, 1995, In 1994, because
states were having trouble with their new systems, Congress delaycd the deadline until
Ociober 1, 1997, 1 am uncomfortable changing this deadline for 2 second time, especially
given the level of resources that has now been poured into the data systems and the length of
time states already have been given to meet this goal.
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Response 1o Feinstetn Letter on Child Support Daia Systems Page 2

Second, 1 hope you will reflect on the message we would send ta the nation by
delaying the date. Conslder the following headlines reflecting charges the media could make
against Congress: "Congress Chooses States Over Poor Children®; *Congress Backs Down
on Promise to Penalize States for Not Collecting Child Support®; “Congress Slams Poor
Children — Again®; “Congress to Single Parents: Eat Cake®, If we believe that data
processing is the heart of child support cnforcement ~= as moest of us do — and if we have
glready delayed by two years the original date on which states must have effective data
systems — as we have —how can we in good conscience delay the date agaln? And if we do,

would any of these headlines be unfair?

Third, Congress is forever forgiving penalties on states. We establish program afier
program, set standards for states that accept federal dollars to meet specific program goals,
declare that “we really mean the penalties this time”, and then immediately cxempt states
when they fail to perform adequately. Yet another federat performance of this sort will push
even further into the future the day on which states belleve us when e adopt performance

goals backed by penalties.

Fourth, ! believe there may be more panic than reason In the recommendation to delay
the deadline. Although the deadline is October 1, 1997, current law ¢ontains numerous
procedural requirements that will delay the actual withholding of funds from states until next

summer.

For all these rcasons, then, 1 recommend that you “table” the advice provided by our
friends in the Senste. Thelr advice is unfortunate for all the reasons listed above. But more
important, there is'a much better course of gction.

For several weeks now, I have been planning to identify 2 small group of House and
Senate staff, and staff members of your Administration, plus a few representatives of
government agencies, who will consult widely with states, advocecy groups, and computer
experts, to help our Subcommittee design a two-part bill. The first part is straightforward.
Under current law, if states miss the October 1 deadline, the Secrctary has no cholce exeept
to terminate all the money received by the state under both the child support progrum and the
Temporary Assistance for Needy Families program, which replaced the former AFDC
programn. Rather than impose this nuclear penalty, wo will give the Secrétary the flexibility
to impose a reasonable fine on states of perhaps between | percent and 20 percent of their
<hild suppart money, depending on the scverity of theif failure. In addition, we will give the
Secretary the authority 10 enter into corrective compliance agreements under which fines will
_ be temporarily suspended for a fixed period of time while states address thelr failures. ]

The second provision, much more difficult to write, will attemipt to address the

underlying reasons for failurc by 6 many states. Perhaps the central problem is that some
states have county data systems that arc cffective, modem, and weil established. But if the
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state must have a single statc data sysiem, then many countics are going to have to give up
their current systems. Federal policy that forces this outcome may be shortsighted on both
policy and political grounds. We nced to try to find a middle ground that will allow some
autonomy by counties but will still parmil the centralized statewide data sysiem to funetion.

No action is now necessary. The October 1 penalty date will spur states to action. By
January we will have legistation ready that addresses both the penalty lssue and the
underlying issue of data system ceniralization. Bevcause the legislation will be bipartisan and
is expected 10 have the support of states, we will have little difficulty getting it through
Congress quickly. Because the Administration will participate in writing the legislation, you
should be pleased to sign it. And all this will be accomplished before the nuclear penalty has

time to explode.’

¢c: The Honorable Dianne Feinstein The Honorable Carol Moseley-Braun
The Honorable Harry Reid The Honarable Barbara Boxer
The Honorable Spencer Abraham The Honorable Mike DeWine
The Honorable Richard H. Bryan The Honorable Daniel K. Akaka

The Honorable Paul 8. Sarbanes The Honorable Barbara A. Mikulski
The Honorable JefT Bingaman The Honorable Rick Santorum
The Honorable Carl Levin The Honorable Tim Johnson
‘The Honorable John Glenn The¢ Honorable Pete Domenici
The Honorable Daniel K. Inouye The Honorable Arlen Specter
. The Honorable Tom Daschle -

Same letter sent to The Honorable Newt Gin%rtch Speaker of the House
and The Honorable Trent Lott, Senate Majority Leader

Pa'd  BLIZ9SPE 0L 134035 3HL J0 3D1440-SHHA  WoMd  6Bp:381  2667-81-d35
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Date: 09/19/97 Time: 08:37
Cgtates lobby for child support dgadlifié €xtension -

WASHINGTON (AP} States facing massive penalties for failing to
computerize their child support systems are lobbying for an
extension of the deadline.

‘“*Imposing huge financial penalties ... will not hasten the
development of workable systems but will result in harming the very
people who the ... (laws) were designed to serve,’’ said a letter

to President Clinton signed by 18 senators.

About a dozen states will miss the Oct. 1 deadline, which has
already been extended once. Current law calls for the Department of
Health and Human Services to pull their entire child-support
subsidies and welfare block grants. The process would take about
six months.

States expected to miss the deadline include California, Hawaii,
Illinois, Maryland, Michigan, Nevada, Ohic, Pennsylvania, South
Dakota and New Mexico, plus the District of Columbia.

Rep. Clay Shaw, R-Fla., chairman of the Ways and Means
subcommittee that handles child support, is promising to introduce
legislation in January giving HHS the power to reduce and delay
fines. But he does not want the deadline extended again.

‘“'If we believe that data processing is the heart of
child-support enforcement, and most of us do, and we have already
delayed by two years the original date on which states must have
effective data systems, ... how can we in good conscience delay the
date again?’’ Shaw asked in a letter to Clinton, sent Thursday, in
response to the senators’ letter.

He predicted newspaper headlines like, ‘'‘Congress to Single
Parents: Eat Cake’’ or ‘‘Congress Chooses States Over Poor
Children.’'

‘*Would any of these headlines be unfair’’ if Congress extended
the deadline again, Shaw asked.

But on the House floor Wednesday, Shaw predicted HHS would not
punish states that are trying in good faith to fix their systems.
. **I want to make it very clear that California is not going to
losge $4 billion,’’ he told Rep. Howard Berman, D-Calif., who asked
for assurances. '‘In fact, I would doubt they will end up in the
long run losing anything.’’
APNP-09-19-97 0839EDT
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COMMITTEE ON FOREIGN RELATIONS
COMMITTEE ON THE JUDICIARY
COMMITTEE ON RULES AND ADMINISTRATION

United States Senate

WASHINGTON, DC 20510-0504
{202} 224-3841

September 15, 1997 %;;’ -

The Honorable William J. Clinton S
The White House

1600 Pennsylvania Avenue
Washington, D.C. 20500

Dear Mr. President:

I am writing you on an urgent matter that will have a devastating impact on
California and at least 11 other states. California and 11 other states are facing an
October 1, 1997 Child Support Enforcement System automation deadline imposed by the
1988 Family Support Act.

The 1988 Act and the 1996 Welfare reform require all states to have a child
support enforcement system automation plan ready and certified by HHS by October 1,
1997 as part of the state plan requirement for receiving TANF funds.

As you may know, HHS has indicated that only 16 states have currently been
certified and 22 states might be certified by December 1997. Twelve or more states,
including Califorma, will not meet the October 1, 1997 deadline or be certified by
December 1997 and as a result could potentially lose all their TANF funds and the state's
child support program funds.

Complete shut down in welfare and child support funding for 12 or more states
would have a nationwide impact since 30% of all child support cases are interstate
collection cases. This means children in Kansas or Georgia will not be able to get child
support from fathers in California or Pennsylvania.

I urge you to support a temporary six month moratorium on the penalties imposed
on all states who fail to comply with the system requirement allowing Congress to find
a more permanent solution within that time. The 6 month moratorium amendment should
be part of the Labor, HHS Appropriations Bill or a CR. '

FRESNO OFFICE: LOS ANGELES OFFICE: SAN DIEGO OFFICE: SAN FRANCISCO OFFICE"
1130 °C" Srmer 11111 Santa Mcrca Buwe, 750 "B° Stacer 525 Maseet STReET
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The Honorable William J. Clinton
September 15, 1997
Page 2

FY98 will be the first full year of welfare reform implementation and due to the
Child Support Enforcement System deadline, welfare reform implementation will be in
jeopardy since so many states will not get their TANF funds under the penalty. Millions
of families and children in all the states who rely on TANF and child support for survival
will be impacted by these penalties.

-- For California, loss of TANF and child support funds amount to $4 billion
fi-olI?I(E;:Séouth Dakota, loss of TANF and child support funds amount to $25 million
ij-OIITI(E;;SI.\Jew Mexico, loss of TANF and child support funds amount to $129 million
fi-Olllacl:lfs‘Hawaii, loss of TANF and child support funds amount to $ 113 million
fj~0|llj<i)rrs.lllinois, loss of TANF and child support funds amount to $654 million
ij?gzist)hio, loss of TANF and child support funds amount to $836 million dollars.
-- For Maryland, loss of TANF and child support funds amount to $274 million
ti-Olllz:)rrs-Michigam, loss of TANF and child support funds amount to $857 million
fi-OIIE"é:)rrs 'Nevada, loss of TANF and child support funds amount te $62 million
fi-Oil’]:;‘;sl.’ennsylvania, loss of TANF and child support funds amount to $794 million
(_1_0 Ir'l‘?);sihe District of Columbia, loss of TANF and child support funds amount to
$100 million dollars.

[ believe that imposing extraordinary financial penalties on states that fail to meet
this deadline will not hasten the development of workable systems but will result in
harming the very people for whom the 1988 Family Support Act and the 1996 Welfare
Reform were designed to serve.



The Honorable William J. Clinton
September 15, 1997
Page 3 :

[ hope you will support a temporary 6 month moratorium on the penalties and I
look forward to working with you in improving our child suppert program that would
better serve our families and children in California and the Nation.

ne Feinstein
ited States Senator
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Record Type: Record

To: See the distribution list at the bottom of this message

cc: Cathy R. Mays/OPD/EOP, Laura Emmett/WHO/EOP
Subject: AP Story -- Docs owe child support get $ from Medicare

The HHS IG has found that despite the President's executive

order making the federal government a model employer regarding child support,
that HHS paid Medicare payments to doctors owing $21.5 million in child
support payments. 1'm getting the executive summary.

One recommendation -- something we could tie to Medicare fraud package?? -- is for
doctors to sign statements swearing they aren’t delinquent in child support before
they can receive Medicare payments or grants. That may require new legislation
punishing doctors if they lied. Three out of every thousand doctors in the sample
were in arrears in paying child support.

Date: 09/09/97 Time: 16:03
CFederal agencies not checking up on doctors' child support

WASHINGTON (AP) The federal department responsible for
enforcing child support laws continues to write checks to nearly
1,200 Medicare doctors and medical researchers who owe $21.5
million in unpaid child support, an internal report finds.

Officials say it may be more trouble than it's worth to go after
so few delinquents. But the report argues that the Department of
Health and Human Services should try harder to set a good example.

* "It is untenable for this department to pay what amounts to
income to individuals who it knows are out of compliance with child
support obligations,”" wrote HHS Inspector General June Gibbs
Brown.

In 1995, President Clinton made the same argument as he ordered
a crackdown designed to make the federal government * “a model
employer’' regarding child support.

" "We will find you. We will catch you. We will make you pay,”’
Clinton warned then, as he signed an executive order requiring
agencies to withhold past-due child support from payments to
federal employees and contractors.

But that order, signed in February 1995, has not been uniformly
enforced, said Michael Kharfen, spokesman for the HHS agency that
handles child support. Some agencies have been more willing than
others to garnishee wages and payments, he said.

HHS Secretary Donna Shalala, who supervises all of the agencies
involved, could not be reached for comment Tuesday.

Nationwide, parents owe $34.5 billion in overdue child support.
Just 20 percent of families who are owed child support receive



payments.

The inspector general's report focused on a set of doctors and
found 1,184 deadbeats who owed $21.5 million. That was less than 1
percent of the 422,643 cases examined.

Using databases, the report matched child support delinquents
with doctors who treat Medicare patients, researchers with grants
from the National Institutes of Health and health care
professionals who received loans or grants for school through the
National Health Service Corps.

Most of the delinquent parents 1,105 of them were doctors
serving in the Medicare program for the nation’s elderly.

But the inspector general was only able to examine the records
of 55 percent of Medicare doctors, so the actual number who owe
child support could be much higher.

The report recommends that HHS start enforcing Clinton's
executive order, saying it can start by doing the same computer
matches that investigators did.

Beyond that, it suggests that agencies require doctors to sign
statements swearing they aren’t delinquent in child support before
they can receive Medicare payments or grants. That would require
new legislation punishing doctors if they lied.

Finally, it recommends that HHS cross-check applicants for
federal money with a new database of all delinquents that is being
created. The department should then deny payments to these not
paying child support, it said.

A spokesman for the HHS agency that administers Medicare, Chris
Peacock, said the agency ~ ~absolutely believes that doctors who are
delinquent in child support payments shouldn't be getting Medicare
maoney."'

Peacock said Medicare is working to find a solution. But in
written comments, the agency objected to every suggestion by the
inspector general.

It argued that a doctor caught through a computer match could
simply reapply as a corporation and that even if a new computer
system worked it would ° " disrupt patient service’ if doctors were
kicked out of the program.

The agency also complained that requiring doctors to sign a
statement would be an * " administrative burden’' for doctors when
very few are in violation. Plus, it said, doctors might easily lie,
and investigations would be expensive.

The National Institutes of Health also argued it is not worth
denying grants to a few researchers when 99.72 percent owe no child
support.

* *This is an extremely high compliance rate, one which we would
be pleased to achieve in other areas,'’ said Anthony L. Itteilag,

NIH deputy director for management.

But $21.5 million means a lot to the families who have it
coming, said Debbie Kline of the Association for the Enforcement of
Child Support.

* “There isn't really an amount that is too small to overlook,"
she said. * " The federal government should not be paying money to
criminals who are neglecting their children.""

APNP-09-08-97 1604EDT
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Record Type: Record

To: Emily Bromberg/WHO/EQP

cc: Bruce N. Reed/OPD/EQP, Elena Kagan/OPD/EOP, Diana Fortuna/OPD/EOP
Subject: Shalala letters to governors re: child support computers

You may recall that about two weeks ago we reviewed drafts of a letter from Secretary Shalala to
the governors regarding child support computer systems., There are two versions of the letters --
one congratulating those who have already met the October 1st deadline for certified statewide
computer systems and one to states not already certified saying they will lose federal funds for
their child support systems.

The certified states getting the congratulatory letters are: Montana, Delaware, Georgia, Virginia,
Washington, West Virginia, Arizona, Utah, Connecticut, Wyoming, Mississippi, Louisiana, New
Hampshire, Idaho, Colorado, and Oklahoma.

Emily -- I'm having copies of the final signed versions delivered to you now.
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Solicitor General
Sets Departure

Acting Solicitor General Walter Del-
linger, the government's top gourt.
room lawyer since June 1996, ‘will
leave his post next month, the Justice
Department announced yesterday,

Dellinger will represent the gov-
emnment one last time, on Aug. 11, in
oral arguments aver the Food & Drug
Administration’s proposed regulation

of nicotine and tobaceo products, in.

the U.S. Court of Appeals for the 4th
Circuit Dellinger will then return to a
professorship at Duke University law
school. His wife, Anne, who had
worked in Washington during Dellin-
ger's earty days in the Clinton adminis-
tration, returned to their North Caroli-
na home two years ago.

Dellinger first joined the Justice
Department in 1993 as head of the
Office of LegakCounsel.

President Clinton has yet to name a |

successor to lead the prestigious solic-
itor general's office, known to the
public mostly through its represents-
tion of the federal government in Su-
preme Court cases. Seth Waxman,

who is deputy solicitor general, is

among the leading candidates.

‘The administration is struggling to fil]
several top Justice Department vacar
;.m. 'l'l;: :aominaﬁons of Eric li.r:lloldcr

r. o' eputy attorney gen and
Joel Klein, to be assistant attorney gener-
al for the antitrust division, have been
pending in the Semate for several
months. (Waxman has been filling in as
deputy attorney general since spring)
Separately, Clinton has named Rayrion
Fisher to be associate attomey general
Bill Lam*Lee: to'be assistant attomey
general for the civil rights division and
Beth Nolan. to lead the Office of Legal
Counset The nominations are pending.

Nation’s Child Support System Criticized

GAO Faults US. for Inadequate Leadership, States for Poor Improvement

By Barbara Vobejda
Washingion Post Stall Writer

The General Accounting Office
yesterday issued a harsh assessment
of the nation's child support system,
saying the federal government has
provided inadequate leadership and
states have failed tp make improve-
metts that weuld allow them to col-
lect billions of dollars owed by dead-
beat parents. -

Despite the mandate of a 1988 law
and the expenditure of $2.6 billion,
most ‘states have not computerized
their collection systems, a step seen
as essential in bringing in more of the
$34 billion owed in child support.

While the total amount of child
support collected has increased sig-
pificantly -since 1990, states’ collect
money in fewer than oEERRE bf

chitls :

nt system remains a
failure,” said Rep. Lynn €. Woolsey
{D-Calif), who requested the study
with Rep. Henry J. Hyde (RI[Y. The.
two members of Congress are intro-
ducing legislation that would take
responsibility for child suppert col
lection-away from states and turn it
over to the federal government.

Efforts to improve child support
collection are considered éssential to
the success of welfare -reform be-
cause as many as a quarter of those
on welfare could go off the rolls if

they received the support they were

owed. ", .
Weltare' legislation enacted ‘last
year imposes extensive new require-

automate their child support collec-
tion systems, building on the require:
ments of the 1988 law. But the poor
performance described in yester-
day’s réport bodes ill for the success
of the child support efforts in the new
law,

“The findings confirm owr worst
fears about the program and rein-
force in our minds the need for the
federal government to take over the
job of enforcing child support or-
ders,” Hyde said in a pregfared state-
ment.

Efforts to automate child support
collection date back to 1980, when
Congress agreed to help states pay
for comnputerized systems that #truld
keep track of court orders mandating
parents to pay child support. In 1988,
Congress required states to set up
the computerized registries, sefing a
1995 deadline. But states were
plagued with techniczl glitches, cost
overruns and friction with counties
and court systems, some of which
maintain their own child support re-
cords, LY
As a result, the deadline was ex-
tended to October 1997, SGLL, just 15
states have met the requirement so
far, and the GAQ predicts . man

y
. states will faif to meet the ﬁe&dead-
i ! ;

Officials at the D!panm ment of
Health and Human Services, which
oversees the system, say nine statés
have indicated they may miss the
October deadline. If that happens,
about 44 percent of the national case-
load will not be included in 2utomat-

ments;on States lo qgn_irzli_:ﬁe and ed syslems, the GAO reported, be-

cause those states include California”
and others with large populations.

‘The report blames the federal gov-
ernment for failing to improve its
oversight, saying the Office of Child
Support Enforcement at HHS “has
allowed some funds to be spent with-!
out ensuring that states were pco-
gressing toward effectivd onéfficient
systems.” -

HHS spokesman Michael Kharfen
said the Clinton administration was
disappointed that some states have
encountered problems, but "we dis-|
agree that there's been a lack off
federal leadership. . . . Itis the states”
responsibility to design and imple-.
ment these systems.”

He said HHS has withheld federat
funds in some cases until states have
met certain goals. :

Elisabeth Dosahue, counsel at the .
National Womer’s Law Center, said,
“Many states don't want to put much
of their own resources into these
programs; they don't do a good job
collecting money, but they want to
retain control of it. ... This is the
states’ last chance”

Paula Roberts, a senior staff attor- © -
ney at the Center for Law and Social
Policy who tracks child support col
lections, said that if nearly half of all
cases are not included in automated
systems by the deadline this year,
“there is not a chance™ that the
changes envisioned in the new wel
fare reform bill will be realized. . -

. "Once again, the moms and dads
who oeed child support have been
made blg promises’ that we can't
deliver 00,” she said. -

r




Child-Support C'o—llection‘Net Usually Fails

_By ADAM CLYMER

WASHINGTON, July 16 — Delin-
quent parents shirk court orders to
pay child support in 4 of every 5
cases, and Federal efforts to help
states increase compliance rates
have failed, the General Accounting
Office reported today.

The 50 states have been under in-
creasing Federal pressure 1o make
sure that. child support is collected.
But the G.A.Q. report found that de-
spite some improvements, the sys-
tem was still porous: "'States have
underestimated the magnitude, com-
plexity and costs of thelr projects
and operations, and they could have
received “better guidance from the
Federal Government.”

Representatives Henry J. Hyde,
Republican:of Illinois, and Lynn C.
Woolsey, Democrat of California,
who requested the report by the non-
partisan investigative arm of Con-
gress, said it showed that collection
of child support should be turned
over to the [nternal Revenue Service,
They proposed legislation that would
also have the Social Security Admin-
istration disburse payments to par-
ents or to state welfare agencies.

Mr. Hyde said the problem was
made more urgent by changes in the
welfare law. Custodial parents who
exhausted their weifare eligibility
would have an even more urgent
need for support payments, he said.

Deducting child support from pay-
checks, just like taxes, Mr. Hyde
said, “is the one method left to us to
insure'that, finally, child support or-
ders are worth the paper they are
printed on.” .

“No longer will deadbeat parents
be able to move from state to state to
perpetually frustrate enforcement
effarts,” he added.

Ms. Woolsey said that under their
proposal “the children stop being
punished over the emotions of the
separation or the divorce.”" Ms. Woal-
sey said that when she and her hus-
band divorced about 30 years ago, he
never paid any of the court-ordered
child support, so she worked and
went on welfare.

The accounting office's report sin-
gled out the Office of Child Support
Enforcement in the Department of
Health and Human Services for
“limited leadership and oversight.”
The report criticized the office for
not following recommendations the
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G.A.0. made five years ago that in-
cluded withholding Federal financial
help for computerizing inadequate
state programs.

The Department responded by
saying that the accounting office as-
sumed it had more authority to tell
the states what to do than the law
allowed. And while it said nothing
about the rate of compliance, the
Department said that total collec-
tions have increased from $8 billion
in 1992 to $12 billion in 1826. But the
G.A.O. report noted that while collec-
tions increased, so did support or-
ders, which meant the rate remained
relatively constant. '

According to reports by the De-
partment, collection rates increased

modestly, from 13.9 percent in 1881 to

15.3 percent in 1991, but slipped a bit
before recovering to 19.4 percent in
1995, the tast year for which statis-
tics are available. There was huge
variation among, states, with Minne-
sota’s record of collecting in 40 per-
cent of cases the best,’and Indlana's
10 percent the worst. The District of
Columbia, Illinois, and Tennessee
each collected in only i1 percent of
the cases, Connecticut collected in 16
percent, New York in 15 percent and
New Jersey in 24 percent. California,
with nearly 4 million children cov-
ered by support orders, collected in
just 14 percent of the cases.

The report warned that the $2 bil-
lion that the Federal Government
has spent helping states computerize
their systems for tracking delin-

Che New York Eimes
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quent parents may prove grossly in-
adequate, even without the addition-
al requirements imposed by the 1996
welf{are law, '

The report said the 12 states that
have developed computer systems
that meet the department's stand-
ards represent only 14 percent of the
national cases. The accounting office
said that many of the larger states
that have assured the department
that they would meet this. year's
deadline for certifigation of their
computer systems were belng too
optimistic. '

One major obstacle to the Hyde-

*$Woolsey proposal is the hostility to

the Internal Revenue Service in Con-
gress, especially among Republi-
cans, and*to glving the agency addi-
tional powers. But Mr. Hyde, a con-
servative, said that in the face of the
accounting office’s *‘gppalling” find-
ings, it was time to take that step.

“Governmental child support col-
lection efforts must be consolidated
at the Federal level,” Mr, Hyde said,
‘*and support must be collécted with
the same efficiency and resolve with
which Federal taxes are collected.”

Under the Hyde-Woo!sey plan, em-
ployees would indicate on tax with-
holding forms the monthly amount of
any court-ofdered obligation. Fail-
ure to do s¢*would constitute a tax
law violation punishable by a year in
prison.

Employers would deduct and with-
hold support payments, just as they
withhold taxes, and failure to with-
hold would be punished.just as fail-
ure to withhold taxes i sanctioned.
But the custodial parent could
choose, if payments Wwere belng
made regularly, to let current pro-
cedures continue without the LR.S.
deducting {from the other parent.

The L.R.S. would also have access
to a naticnal register of support or-
ders. If a parent failed to pay the
amount of support ordered by the tax
deadline, the LR.S. would assess and
collect the amount in the same way it
collects unpaid Federal taxes.

""The present difflculties with the
interstate enforcement of child sup-
port will be eliminated with the
stroke of a pen,” Mr. Hyde said. “No
longer will custodial parents have to
walt years while court systems in
different states coordinhte their ac-
tions.”
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Record Type: Record

To: Bruce N. Reed/OPD/EOQP

cC: Elena Kagan/OPD/EOP, Diana Fortuna/OPD/ECP, Elisabeth Stock/OVP @ OVP
Subject: | met with your old friend Geri Jensen yesterday re: child support

They still remain committed to federalizing the system, and have also given certain concrete
suggestions | will check into. She said something that really stuck in my craw -- that under Reagan
and Bush, HHS was more responsive to their complaints about states violating federal regulations
and laws than they are now. That comment has reinforced an idea | already had, which is that
post-budget deal, we should devote more effort to ensuring that HHS is pushing states on child
support, particularly given the President’s remarks to the NGA. (Elena, | had already added this as
a process for the Erskine process memo.) :

(For those of you who don't know hér, Geraldine Jensen is the head of ACES, the Association for
Children for Enforcement of Support, a group of custodial parents who advocate for better child
support enforcement.)
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Copyright (¢} 1997 The Associaled Press
Received by NewsEDGE/LAN: 7/16/97 4:40 PM

Report: States failing to computerize child support collections

WASHINGTON (AP) After 16 years and $2.6 billion, 35 states have failed 1o computerize their child-support collection
systems and many of the largest are likely to miss an October deadline to finish the job, federal auditors say.

Meanwhile, just 20 percent of all the child support owed is collected.

$tates underestimated the complexity and cost of the computer project, says the report by the General Accounting Office,
obtained by The Associated Press. But it blames the Health and Human Services Department for = ineffective federal leadership,”
saying the department failed to properly monitor state progress, punish states that fell behind or assure that tax money was

properly spent.

HHS allowed state systems with setious problems to proceed, thus escalating spending with no assurance that effective,
efficient sysiems would result and many indicators to the contrary,” the GAO said in the report scheduled for release Thursday.

HHS acknowledges problems but says it is not responsible for state delays. “"It's not our role to design the systems for the
states.” said spokesman Michael Kharfen.

Angered by the delays and cost overruns, a senior House Republican plans to introduce legislation that would nationalize
child-support collections, with the Internal Revenue Service collecting the money and the Social Security Administration paying
it out.

"*[f they would just treat child support as taxes and collect it with equal energy and diligence, we think that would go a long
way to helping mothers whe are trying to raise children with very litde income,” Rep. Henry Hyde, R-I1l.. said Wednesday.

Computerized systems are supposed to make it easier to track down deadbeat parents. They owe $34.5 billion to their families
and to Laxpayers. who pay billions in welfare to children whose fathers don't support them.

Once in place. computers 3llow all information on a case 10 be stored centrally. Workers thus can track down parents using
electronic information from vehicle registrations, tax departments and new-employee registers. And states can share information,
a crucial point since one-third of all cases involve out-of-state parents. .

In 1930, Congress agreed 1o pay 90 percent of the cost of computerizing state systems, and in 1988, it required al states to
automaie.

But only one state system was complete by the first deadline nearly two years ago. That deadline was extended until Oct 1,
1997,

Now. nine states including Lhe high-population states of Californiz, Michigan, Chio, Illinois and Pennsylvania plus the
District of Columbia have told HHS that they won't be ready.

-
The GAO report presents an even gloomier picture  saying 14
states won't be ready by October but HHS says there's been progress since that research was dope.

Sdill, only 15 states mostly with small populations and none of the largest have completed systems.

The federal government has spent more than $2 billion so far, and states have spent another $600 million on the project  well
2bove cost projections, the GAQ said. Some states have doubled their initial projections. it said.

Please contact Dana Colarulli if you would like to receive the WR Daily Report by e-mail of if you have questions about articles
found in this publication. (deolarulli@acf,dhhs.gov {evmail) or 202-401-6851 (voice)).
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Copyright 1997 States News Service W —clild  auqpeT
States News Briefs -- July 17, 1997 Thursday 07:03 a.m. Eastern Time —
CALIFORNIA : No Budget, Still

(SACRAMENTO) — The state of California is now into the 17th day without a budget and there's NO agreement in snght
There are those at the capitol who believe thar a budget agreement may not be reached until sometime in August because of deep
philosophical differences between Republican Governor Pete Wilson and the Democrat-controlled legislature over welfare reform
and other issues. Although California's budget is overdue, it hardly compares to the state of New York, that has been without a
budget since April 15th.

Copyright 1997 The New York Times Company
The New York Times -- July 17, 1997, Thursday, Late Edition - Final

Child-Support Collection Net Usually Fails
BYLINE: By ADAM CLYMER

Delinquent parents shirk court orders to pay child support in 4 of every 5 cases, and Federal efforts to help states increase
compliance rates have failed, the General Accounting Office reported today.

The 50 states have been under increasing Federal pressure 10 make sure that child support is collected. But the G.A.O. repont
found that despite some improvements. the system was still porous: "States have underestimated the magnitude, complexity and
costs of their projects and operations, and they could have received betier guidance from the Federal Government.”

Representatives Henry J. Hvde, Republican of Illinois, and Lynn C. Woolsey, Democrat of California, who requested the repornt
by the non-partisan investigative arm of Congress, said it showed that collection of child support should be turned over to the
Internal Revenue Service. They proposed legisiation that would also have the Social Security Administration disburse paviments
10 parents or to statc welfare agencies.

Mr. Hyds said the problem was made more urgent by changes in the welfare law, Custodial parents who exhausted their
welfare cligibility would have an even more urgent need for support payments, he said,

Deducting child support from paychecks, just like taxes, Mr. Hyde said, "is the one method left to us to insure that, finally,
child support orders are worth the paper they are printed on.”

"No longer will deadbeat parents be able 1o move from state 1o state to perpetually frustrate enforcement efforts.” he added.

Ms. Woolsey said that under their proposal "the children stop being punished over the emotions of the separation or the
divoree.” Ms. Woolsey said that when she and her hushand divorced about 30 years ago, he never paid any of the court-ordered
child support, so she worked and went on welfare.

The accounting office’s report singled out the Office of Child Support Enforcement in the Department of Health and Human
Services for “limited leadership and oversight.” The report criticized the office for not following recommendations the G.A.0.
made five years ago that in¢luded withholding Fedcral financial help for computerizing inagdequate staie programs.

e

The Department responded by wﬂwmwmmm%
the law allowed. Afld While it said nothing about the rate of compliance, the Deparunent said that total collections have increass
from S8 billion in 1992 to $12 billion in 1996, But the G.A_O. report noted that while collections increased, so did support
orders, which meant the rate remained relatively constant,

According to reports by the Department, collection rates increased modestly, from 13.9 percent in 1981 10 19.3 percent in
1591, but slipped a bit before recovering to 19.4 percent in 1993, the last vear for which statistics are available. There was huge
variation among states, with Minnesota’s record of collecting in 40 percent of cases the best. and Indiana’s 10 percent the worst,

Please contact Dana Colarulli if you would like 1o receive the WR Daily Report by e-mail or if you have questions about articles
found in this publication. {deolarulli@act.dhhs.gov {e-mall) or 202-401-6851 (veice)).
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The District of Columbia, Illinois, and Tennessse each collected in only 11 percent of the cases. Connecticut collected in 16
percent, New York in 15 percent and New Jerscy in 24 percent. California, with nearly 4 million children covered by support
orders, collected in just 14 percent of the cases.

The report warned that the $2 biliion that the Federal Government has spent helping states computerize their systems for
tracking delinquent parents may prove grossly inadequate, even without the additional requirements imposed by the 1996 welfare
law.

The report said the 12 states that have developed computer systems that meet the department's standards represent only 14

percent of the national cases, The accounting office said that many of the larger states that have assiired the Hemmey

would meet this year's deadline for certification of their computer systems were being too optimistic.

One major obs de-AL oposal is the hostility to the Internal Revenug Service in Congress, especially
among Republicans, and 1o giving the agency additional powers. But Mr. Hyde, a conservative, said that in the face of the
accounting office’s “appalling” findings, it was time to take that step,

*Governmental child support collection ¢fforts must be consolidated at the Federal level,” Mr. Hyde said, "and support must be
collected with the same efficiency and resolve with which Federal taxes arc collecred.”

Under the Hyde-Woolsey plan, employees would indicats on tax withholding forms -ordered
obligation. Failure to do so would constituie atax Taw violafion punishable by a year in prison.

Employers would deduct and withhold support payments, just as they withhold taxes, and failure 10 withhald wonld be
punish?d just as failure to withhold taxes is sanctioned. But the custodial parent could choose, if pavinents were being made
regularly, 1o Iet current procedures continue without the LR, S, deducting from the other parent.

The LR.S. would also have access to a national register of support orders. If 2 parent failed 10 pay the amount of support
crdered by the tax deadline, the T R.S. Would asséss and collect the amount in the same way it collects unpaid Federal taxes.

"The present difficulties with the interstate enforcement of child support will be eliminated with the stroke of a pen.” Mr. Hyde
said. "No longer will custodial parents have to wait vears while court systems in different states coordinate their actions ™

GRAPHIC: Graph: "AT ISSUE: Little Support” .
Percentage of child-support cases in which support payments were collected. Custodial parents collect less than 20 percent of
. the child support they are owed. Graph shows percentage paid from 1981 to 1995. (Source: Health and Human Services)

Copyright 1997 The Washington Post
The Washington Post — July 17, 1997, Thursday, Final Edition

Nation's Child Support System Criticized; GAO Faults U.S. for Inadequate

Leadership, States for Poor Improvement
BYLINE: Barbara Vobejda, Washington Post Staff Writer

The General Accounting Office yesterday issued a harsh assessment of the nation's child support system, saying the federal
government has provided inadequate leadership and states have failed 10 make improvements that would allow them 10 collect
billfons of dollars owed by deadbeat parents,

Despite the mandate of a 1988 law and the expenditure of § 2.6 billion, most states have not computerized their collection
systems. 2 sicp seen as essential in bringing in more of the § 34 billion owed in child support.

Please contact Dana Colarulli if you would like to receive the WR Daily Report by e-mail or if you have questions z2bout articles
found in this publication. (deolarulli@acf.dhhs.gov {e-mail) or 202-401-6951 {voice)).



JUL-17-97 18:08 FROM:ACF-/0OPS/0MS WASH.D.C. I1D: 2022054928 PAGE 7711

’ .
Welfare Reform Daily Report — July 17, 1997 (FAGE &)

While the tota! amount of child support cotlected has increased significantly since 1990, states collect money in fewer than one-
fifth of cases in which it is owed.

*The current systern remains a failure,” said Rep. Lynn C. Woolsey (D-Calif’), who requested the study with Rep. Henry J.
Hyde (R-I1l.). The two members of Congress are introducing legislation that would 1ake responsibility for child support collection
away from states and tum it over to the federal government,

Efforts to improve child support collection arc considered essential to the success of welfare reform becausc ag many as a

quarter of those on welfare could go off the-rells-if-they received the support they were owed.

Welfare legislation enacted last year imposes extensive new requirements on statcs to centralize and automate their child
support collection systems, building on the requirements of the 1988 law. But the poor performance described in yesterday's
report bodes ill for the suceess of the child support efforts in the new law.

v’

“The findings confirm our worst fears about the program and reinforce in our minds the need for the federal government to
take over the job of enforcing child support orders,” Hyde said in a prepared statement.

Efforts to automate child support collection date back 1o 1980, when Congress agreed 1o help states pay for computerized
systems that would keep track of court orders mandating parents to pay child support. In 1988, Congress required states to sei up
the computerized registries, setting a 1995 deadline. Bur states were plagued with technical glitches, cost overruns and friction
with counties and court systems, some of which maintain their own child suppont records.

As g result, the deadline was extended 10 October 1997. Still, just 15 states have met the requirement so far, and the GAO
predicts many states will fail to meet the new deadline.

Officials at the Deparument of Health and Human Services, which oversees the system, say nine states have indicated they may
miss the October deadline. If that happens, about 44 percent of the national caseload will not be included in automated systems,
the GAQ reported, because those states include California and others with large populations.

The report blames the federal government for failing to improve its oversight, saying the Office of Child Support Enforcement
at BHS "has allowed some funds to be spenl without ensuring that states were progressing toward effective or efficient systems.”

HHS spokesman Michael Kharfen said the Clinton administration was disappointed that some states have encountered
problems, but "we disagree that there's been a lack of federal leadership. . . . It is the states' responsibility to design and
implement these systems."”

He said HHS has withheld federal funds in some cascs until states have met certain goals.

Elisabeth Donahue, counsel at the National Women's Law Center, said, "Many states don't want to put much of their own
resources into these programs; they don't do 2 good job collecting money, but they want to retain conrel of it. . . . This is the
states’ last chance.”

Paula Roberts, a senior staff anorney at the Center for Law and Social Policy who tracks child support collections, said that if
nearly half of all cases are not included in automated systems by the deadline this year, “there is not a chance™ that the changes
envisioned in the new welfare reform bill will be realized.

"Once again, the moms and dads who need child support have been made big promises that we can't deliver on,” she said.

Copyright 1997 Times Mirror Company
Los Angeles Times — July 17, 1997, Thursday, Home Edition

" Please contact Dana Colarulli if you would like to raceive the WR Daily Report by esmail or if you have questions about articles
found in this publication. {(deelarulli@acf.dhhs.gov (e-mail) or 2024016951 (voice)).
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Record Type: Record

To: Bruce N. Reed/OPD/EQP, Elena Kagan/QOPD/EQP

cC: See the distribution list at the bottom of this message
Subject: Thursday's papers: Possible stories about GAO Child Support Report

Tomorrow’s papers may have stories about the GAQ Report on State Child Support Computer
Systems, which says that $2.7 billion federal dolfars have been spent on child support computer
systems since 1988 and yet some states won't make the October 1st deadline for having them up
and running. {HHS thinks about 40 states will meet the deadline.}) Our answer is that we are
disappointed that some states will fail to meet the deadline. Congress gave them funding, HHS
gave them technical assistance, and some states have fallen down on the job. However, the funds
spent weren't wasted: the systems created helped coliect $88 billion in child support over that
period.

Remember, these computer systems rules were created by the 1988 Family Support Act; last
year's law merely extended the deadtine until this October to give states more time.

The report was commissioned by Congressman Hyde, who is expected to introduce legislation
calling for a federalized child support collection system run by the IRS.

| have HHS's Q&As on this if anyone needs them.

Message Copied To:

Diana Fortuna/OPD/EQP '
Elisabeth Stock/OVP @ OVP
Emil E. Parker/OPD/EQP

Laura Emmett/WHO/EOP
Ermily Bromberg/WHO/EOP
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Record Type: Record

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP

cc:
Subject: Treasury is planning to give child support data to USA Today without our authorization--

Did you okay this? Aren't we still holding on to all the child support info? (Although it may be
time to give up on the child support radio address...... )

Treasury will send out about half a million notices to delinquent parents on Tuesday and they want
to leak to USA Today.

Ben Nye is on the road, but his office says he thinks he got authorization from the White House.
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Record Type: Record

To: FORTUNA D @ A1 @ CD @ LNGTWY

cc: Elena Kagan/OPD/ECP, Cynthia A. Rice/OPD/EQP
Subject: Re: FYI; states were mad at us for siding ag. them on this suit E,-,j

1 think the Court was probably right on this one. Our position was pretty weak (partly my fault, as |
recall}. | don't think we should press the point.
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Record Type: Record

To: Bruce N. Reed, Elena Kagan, Cynthia A. Rice

cC:
Subject: FYI; states were mad at us for siding ag. them on this suit

Date: 04/21/97 Time; 11:04
SCourt bars parents' child-support suits against states

WASHINGTON (AP} Parents cannot sue states to force them into
overall compliance with a federal child-support enforcement
program, the Supreme Court ruled today.
But the unanimous decision left open the possibility that
parents still might have some rights to sue under a program that
ties federal welfare funds to states' child-support enforcement
efforts.
The ruling keeps alive a lawsuit by a group of Arizona women who
had trouble getting child-support money from their children’s
fathers,
Under the child-support program, states accepting federal money
must help parents collect support from the noncustodia! parent. The
law says states must be in * " substantial compliance'' with
collection standards, which means being in compliance in 75 percent
of the cases reviewed.
Justice Sandra Day O'Connor wrote for the court that parents
-cannot sue in an effort to force states to meet that overall
standard.
_ * “Far from creating an individual entitlement to services, the
standard is simply a yardstick for ... {federal officials} to

measure the systemwide performance of a state's ... program,”’
O'Connor said.

" "It is clear, then, that even when a state is in " substantial
compliance’ ... any individual plaintiff might still be among the
10 {percent) or 25 percent of persons whose needs ultimately go
unmet,"’ she said.

But O'Connor said some provisions of the law still * “may give
rise to some individually enforceable rights'' that she did not
specify.

The justices ordered a lower court to take a new look at the
Arizona lawsuit to determine whether it asserts any such specific
rights.

Five Arizona women sued state officials in 1993, accusing them
of not doing their part under the federa! Aid to Families with
Dependent Children program, which is run by state agencies with
federal money.

In exchange for the federal money, states must help parents who
have custody of their children including those who are not on
welfare collect support they are owed by noncustodial parents.



Enforcement services are to include establishing paternity and
going after deadbeats who do not comply with court orders to help
pay the cost of bringing up their children. States that are not in
" “substantial compliance'’ lose part of their federal funding.

Arizona’s lawyer argued that allowing individual parents to sue
over alleged noncompliance would, in effect, create a 100 percent
compliance rule.

The five women sought to represent about 300,000 custodial
parents in Arizona.

A federal judge threw out their lawsuit, saying Congress did not
intend to let private citizens sue under the welfare law. But the
9th U.S. Circuit Court of Appeals ruled that the women could sue
under a federal civil rights law. ’ ‘

The Clinton administration supported the women's argument that
they had a right to sue Arizona officials. However, 42 states and
the District of Columbia urged the justices to bar such lawsuits.

The Supreme Court said the compliance rule * “was not intended to
benefit individual children and custodial parents, and therefore it
does not constitute a federal right."’

Congress enacted sweeping changes to the federal welfare law
last year, ending the federal guarantee of cash assistance to the
poor. But the justices last October turned down a request by the
Arizona women to return the case to a lower court for
reconsideration under the new welfare law.

The case is Blessing vs. Freestone, 95-1441.

APNP-04-21-97 1116EDT
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[. Introduction and Overview

INTRODUCTION TO THE CHILD SUPPORT ENFORCEMENT PROGRAM

The Child Support Enforcement program began in 1975 when Congress enacted title IV-D of the
Social Security Act for the purpose of establishing and enforcing the support obligations owed by
noncustodial parents to their children. The Child Support Enforcement program is a joint undertaking
involving Federal, State, and local coaperative efforts.

The Office of Child Support Enforcement (OCSE) within the Administration for Children and
Families of the Department of Health and Human Services is the Federal agency that oversees
administration of the program. The Federal government sets program standards and policy, evaluates
States' performance in conducting their programs and offers technical assistance and training to States. It
also conducts audits of State program activitics, and operates the Parent Locator Service, National
Training Center and National Reference Center. The Federal government pays the major share of the
cost of funding the program. OCSE acts as the agent of the Internal Revenue Service in facilitating
collection of overdue support from Federal income tax refunds. QCSE prepares this annuaf report to
Congress based on States' reports of their activities.

State governments work directly with families through State Child Support Enforcement (CSE)
agencies and/or their local counterparts. These agencies work closely with officials of family or domestic
relations courts or use administrative processes in order to establish paternity, establish support orders,
collect child support and distribute amounts collected. They also work with prosecuting attorneys and
other law enforcement agencies to establish and enforce support orders, Each State CSE agency operates
under a State plan approved by OCSE. State governments and, in some States, city, county, and/or local
governments participate in funding the program,

The Child Support Enforcement program directly serves a variety of families. It serves families
receiving assistance under the title [V-A Aid to Families with Dependent Childrén (AFDC) program,
families receiving assistance under the title IV-E Foster Care program, families receiving assistance under
the title XIX Medicaid program, families who formerly reccwed asmstance under the above programs,
and all other families who apply for services.

Much of the child support collected for families in the AFDC- program is used to repay assistance
that they receive under those programs. Federal law requires applicants for and recipients of title IV-A
AFDC, and Medicaid to assign their support rights to the State in order to receive assistance. The
AFDC families receive up to the first $50 of any current child support collected each month, as well as
~ any current support collected that is above the amount of assistance received.
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For some families, the child support-collection is enough to enable them to leave the AFDC rolls.
Child support collected for families who are not receiving government assistance goes directly to those
familics to help them remain sclf-sufficicnt.

The Magnitude of the Nonsupport Problem

The latest available information confirms that child support is critical to the lives of America's
children and families. The report, Child Support for Custodial Mothers and Fathers: 1992, reveals that
millions of mothers and fathers are rearing children without the financial support of the other parent.
This report is based on & survey that is cosponsored by the Census Bureau and the Office of Child
Support Enforcement.

According to the report, only half of all families with one custodial parent and with a child
support award received the full amount of child support due to them, "Can we say we are doing endugh
for children, when millions of parents don't know if they can put food on their child's table while absent
parents evade their responsibility?” said Secretary Shalala. "Today's report clearly demonstrates that we
need tough child support enforcement to insure children get the help they deserve. The Clinten
Administration has a plan that would increase child support collections by $24 billion over 10 years
resulting in $4.2 billion in welfare savings," added Secretary Shalala.

The Census Bureau reports that 11,5 miltion families are potentially eligible for child support
because one parent lives elsewhere. Slightly more than half, 54% or 6.2 million families, had a child
- support order in place. Of those with orders, 5.3 million were due payment and 4 million received all or
some payment. The total amount families received was $11.9 billion in child support leaving $5.8 billion
uncollected of the $17.7 biliion due in 1991. These numbers reflect only the amount of child support
owed for custodial parents who had child support orders.

This is the first Census report on child support to present information on the growing number of
custodial fathers, In 1991, 14 percent, or 1.6 million one custodial parent families, were headed by
fathers, More than half of custodial fathers bad no child support awards. Of those with awards and
payment due, about two-thirds received some payment. More than half of custodial mothers have child
support awards and about three-fourths received some payment.
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Social Indicators Chart Future Challenges

The child support program can be viewed in the context of general social indictors. There are
indicators that can be used both to chart changes across the nation and to monitor overall progress,
While the child support enforcement program can affect these indicators, many other external factors also
influence them significantly. Nevertheless, only when these factors begin to show improvement can
Federal, State and local governments truly claim success.

Percent of Children in Poverty, 1870-1993
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Today, the needs of children and families are more complex and urgent than ever before. Too
many children live in poverty. Too many children are not supported, emotionally or financially, by both
their parents. The challenges are great, but the risks of not achieving our goals are even greater. Strong
and healthy children and families improve the quality of life for us all.

The American family has undergone dramatic structural change in the last two decades. A steady
increase in the incidence of out-of-wedlock births and high rates of dworcc are denying children the
traditional support of a two-parent family.
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The numbers show that nearly one of every four children now lives in a single-parent home and,
over time, about half of all children are likely to spend some time in a single-parent home. Child support
is a critical component for ensuring economic stability for millions of single-parent families. While many
single parents can and do raise their children well on their own, the financial burden of serving as the
family's sole provider too often puts the children at risk of living in poverty. A better job of assuring that

all children receive support from both of their parents can be done.

Children Living in Single-Parent
Parcant Families, 1970-1993
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OVERVIEW OF FY 1995 ACHIEVE.lY., .

During fiscal year 1995, State CSE agencies were able to:

* Establish paternity for 903,000 children, an increase of 77 ::
* Establish 1,051,336 support orders;
* Locate 4,950,112 parents, their employers, income or assets:

* Collect a record $10.8 billion on behalf of children, a 36 na
1992 child support collections.

This report is organized to focus on the constructive steps taken in -
better. The CSE program concentrated major efforts in FY 1995 on consul™.
staff in developing a national strategic plan, on reaffirming the government's
and on building renewed and improved partnerships with other stakeholders -
The essence of our partnerships will be a shared strategic vision, joint plangi-
collective development of performance measures focused on outcomes that - -
addition, FY 1995 was a banner year for State adoption and implementation -
license suspension, and interstate legislation, as well as the first meaningfui r -
States are making in establishing paternities through in-hospital voluntary a« .

NATIONAL STRATEGIC PLAN ADOF

In FY 1995, after a year of intensive watk and negotiations, Federai
enforcement authorities reached consensus on a national strategic plan as a
Performance and Results Act.

Signed into law by President Clinton in August, 1993, the Governn
Act (GPRA) reforms the way Federal agencies perform. The law requires .
want to achieve and report on their performance, When implemented, (i

* OCSE estimates that, nationally, 903,000 paternities were established by child suppoi: -
1995 fiscal year. This takes account of both the 659,373 paternities reported to (4§
well as in-hospital acknowledgements (for States who voluntarily furnished suclu Jaia
unknown number of acknowledgements for children in the IV-I) caselnad
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* improve the effectiveness of Federal programs by promoting a new focus on results, service
quality, and public satisfaction;,

* systematically report on progress in achieving program objectives as stated in agency strategic
plans and annual performance plans; and

* initiate reform with a sertes of pilot projects in setting program goals, measuring program
performance against thesc goals, and reporting publicly on their progress.

By September, 1997, all Federal agencies will develop comprehensive five-year strategic plans
that include mission statements and long range goals and objectives the agency expects to achieve. Asa
"living" document, subject to periodic revision, the strategic plan must be flexible enough to

“accommodate new legislative mandates and other programmatic changes. At cach stage of the
document's development and throughout the life of the program, Federal agencies must seek input from
the people they serve, from state partners, and from others directly concerned with the program.
Agencies' annual performance plans will describe the results they expect to achieve in the coming fiscal
year, along with the performance indicators they will use to measure resulis. Six months after the end of
the fiscal year, agencies will report to the public, the President, and Congress en how well they did.
Program results at the national level will be tied to budgeting.

Before implementing GPRA in all Federal programs, the Office of Management and Budget
(OMB) is pilot testing GPRA's concepts in over 70 selected Federal agencies during fiscal years- 1994-
1996. All of the pilot programs are developing five-year strategic plans and annual performance plans by
which they will be measured at the end of the pilot period. The Child Support Enforcement Program is
one of only four in the Department of Health and Human Services designated by OMB to be a GPRA
pilot.

Under the GPRA pilot project, Federal, State, and local child support or IV-D functions remain
the same, but GPRA refocuses and restructures their work toward achicving, specific and measurable
program results. GPRA. activities, conducted by Administration for Children and Families regional
offices, and in State and local IV-D offices include strategic planning, performance planning, and special
demonstrations, All GPRA activities are coordinated, integrated, and mutually supportive.

The national strategic plan for the CSE Program underwent several revisions with widespread,
thoughtful input from IV-D agency officials, advocacy organizations, custodial and noncustodial parents,
vendors to the child support community, and State and local support enforcement workers. Closure on
the plan occurred February 28, 1995, during a facilitated national videoconference of IV-D directors and
Federal CSE staff. At the final talks, 23 State CSE programs were represented, as nearly 100 Federal,
State, and local staff took part in a telephone and videoconference.
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The accomplishment of consensus on the five-year national strategic plan drew spontaneous
applause from the group of 25 meeting in Washington, DC. Cecelia Burke, then President of the
National Council of State Child Support Enforcement Administrators and Director of the IV-D program
in Texas, acknowledged the event as a milestone in Federal and State relations. "For the first time ever,"
she said, "we have a strategic.plan for the whole program. I feel we are moving into a new realm with
OCSE, when you consider the magnitude of what we have just accomplished here."

In accepting the national strategic plan as a working blueprint for the CSE program over the next
five years, all IV-D partners--Federal, State, and local—-signaled their agreement on the goals and
objectives for the program that focused on children having parentage established and financial and
medical support from both parents. Leaders noted, however, that current legislative activity may bring
substantial change to the program, therefore, the strategic plan is seen as a "living document," flexible
with regard to local issues, though still national in scope and open to revision as required by events.

For FY 1995, OCSE's two measures of successful program results, nationwide, are the total
number of paternities established and total child support dollars collected.

MODEL EMPLOYER EXECUTIVE ORDER ISSUED

Executive Order 12953 signed by President Clinton on February 27, 1995, established the’
executive branch of the Federal government, through its civilian employees and uniformed services, as a
"model employer” in promoting and facilitating the establishment and enforcement of child support. At
the signing, President Clinton described the executive order as "another major step in our efforts to bring
the Federal government in line with the basic values of ordinary Americans.”

The executive order requires all Federal agencies and uniformed services to cooperate fully in
efforts to establish paternity and child support orders and to enforce the collection of c¢hild and medical
support in all situations where such actions may be required. The order also requires agencies to provide
information to their personnel concerning the services that are available to them and to ensure that their
children are provided the support to which they are legally entitled.

To implement this order,

* Every Federal agency must review its procedures for wage withholding, and implementing
regulations, to ensure that it is in full compliance with the requirements of 42 U.8.C. 659.
Every agency shall endeavor, to the extent feasible, to process wage withholding actions
consistent with the requirements of 42 U.S.C. 666(b).
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* Beginning no later than July 1, 1995, the Director of the Office of Personnel Management
shall publish annually in the Pederal Register the list of agents (and their addresses)
designated to receive service of withholding notices for Federal employees.

* Every Federal agency shall assist in the service of legal process in civil actions pursuant to
orders of State courts to establish paternity and establish or enforce a support obligation
by making Federal employees and members of the uniformed services stationed outside
the United States available for the service of process.

* Every Federal agency shall cooperate with the Federal Parent Locator Service by
providing complete, timely, and accurate information to assist in locating noncustodial
parents and their employers.

* The master file of delinquent obligors that each State child support enforcement (CSE)
agency submits to the Internal Revenue Service for the purpose of Federal income tax
refund offset shall be matched at least annually with the payroll or personnel files of
Federal agencies to determine if there are any Federal employees with child support
delinquencies. The list matches shall be forwarded to the appropriate State CSE agency
to determine, in each instance, whether wage withholding or other enforcement action is
appropriate.

- All Federal agencies shall advise current and prospective employees of services authorized
under title IV-D of the Social Security Act that are available through the States.

The Office of Child Support Enforcement has worked to promote implementation of the order.

In April 1995, OCSE and the Office of Personnel Management (OPM) jointly hosted a conference
attended by over 100 Federzl agencies to facilitate implementation of the EQ. Bruce Reed, the Deputy

~ Asgigtant to the President for Domestic Policy, provided the keynote speech, “Leading by Example: The
Federal Government’s Commitment to Improving Child Support Enforcement in the Federal
Workforce.” OCSE conducted a training workshop for Federal, State, and local staff on the EQ at the
5th Annual Training Conference and at the National Child Support Establishment Association (NCSEA)
conference and developed an informational video and flyer, “Child Support Information for Federal
Employees.” In addition, QCSE assigned a staff person to serve as coordinator for the EO and on three
occasions OCSE developed messages informing all HHS employees of their obligations under the EO.

TWENTIETH ANNIVERSARY OBSERVED

Over the past twenty years, the Child Support Enforcement Program has matured into a public
service that puts children first. The record shows continuing program improvements that have earned the

8
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To: Bruce N. Reed/QPD/EQOP, Elena Kagan/OPD/EOP

cc: Diana Fortuna/OPD/EOP, Lyn A. Hogan/OPD/EOP
" Subject: HHS needs advice/sign-off re: tomorrow's child support hearing

Tomorrow Judge Ross testifies on the child support incentive report. Shaw and Levin have asked
HHS to provide a table showing the incentives received state by state under the proposal versus
current law. The table shows that California, Connecticut, Florida, lllinois, Mississippi, New
Mexico, Tennesee will all lose money -- if they don't improve their child support enforcement
performance.

Tarplin is inclined to give them the table because--

1) the request is bipartisan

2) there's no good way to keep a lid on the info because it was used by the state-HHS
working group that prepared the report and one of the state reps {former CA child support director
Leslie Frye} is a witness on the same panel.

He wants to make sure it's ok with us.
I think it's okay because our message should be: We want to be as tough as possible on child
support enforcement -- and that means holding states accoutable for results, Only states that

perform well should get incentives. If California doesn't like these projections, they should revamp
their program to produce better results.... etc. What do you think?

S
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PHONE: (202)395-3923 FAX: (202)385-8148
SUBJECT: HHS Proposed Report on Child Support Enforcement Incaentive Funding i
DEADLINE:

NOON Monday, March 3, 1997

In accordance with OMB Circular A-19, OMB requests the views of your agency on the above

subject before advising on its relationship 10 the program of the Prosident. Please advise us If this
item will affect direct spending or receipts for purposes of the "Pay-As-You-Go™ provisions of Title
XI of the Omnibus Budget Reconciliation Act of 1990,

COMMENTS: HHS has asked that OMB provide it with clearance to transmit its
report making recommendations for a new incentive funding system for State child
support enfagrcement programs by March 3rd. (Note thal the welfare reform law
(P.L. 104-183) requires the submisslon of this report to the Congress by March

1st.)
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LRM ID;: MDH18 SUBJECT: HHS Proposed Report on Child Support Enforcement Incentive
Funding

~ RESPONSE TO
LEGISLATIVE REFERRAL
MEMORANDUM ',

If your rosponse to this reqﬁest far views is short (e.g., concur/no commant), we prefer that you respond by
e-mail or by faxing us thig regponse sheet. If the rasponse Is short and you prafer to cell, please call the
branch-wldo line shown below (NOT the snslyst's lina) to leave a message with a legislative assistant.

You may also respond by:

{1) calling tha snalysi/atlorney's direct lina yow will be connected to volce mail if the anslyst does not
answor); or

{2) sending us 8 momo or letter
Please Include the LRM number shown sbovs, and the subject shown balow.

TO: Melinds D./Haskins Phone: 395-3923 Fex: 395-6148
Offlce of Management and Budget
Branch-Wilde Line {to raach lagistative assistant): :395-7362

FROM: ' {Date}

e b F b e AR Byt AR

{Naﬁal

{Agency)

T )

. (Telephone)

The following Is the reponse, of our agency to youlr request for views on the abovo-captioned subject:
Concur
— No Objecum‘)
No Commonft ,
Ses propose‘d edits on pages

Other:

FAX RETURN of pagas, attached to this reponss shoat

P
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‘Child Support Enforcement Incentive Funding Formula

INTRODUCTION

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (PRWORA)
requires the Secretary of Health and Human Services (HHS), in consultation with State
directors of IV-D programs, to recumtnend Lo Congress a new incentive funding system for
the State child support enforcement programs which i3 to be based on program performance.

In order to consult with State IV-D directors, an Incentive Funding Work Group was formed
consisting of 15 State and local IV-D directors and 11 Federal staff representatives from the
U.S. Department of Health and Human Services. The Work Group held a series of meetings
and workod over & period of three manths to come up With the recommendations for the new
incentive funding system. State representatives on the Work Group also consulted with State
1v-D programs not represeated directly on the Work Group. ‘r'he recommendadons of the
Work Group represent a consensus {although, not necessarily, unanimous agrezment) on the
new incentive funding system. The report of the Incentive Funding Work Group is attached
hereto. The Secratary of Health and Human Services fully endorses the incentive farmula set
forth in the Incentive Funding Work Group Report, recognizing that Work Group consensus
depends on agopuon of all Work Group recommendadons. “This report of the Swusiawy uf
Health and Human Services makes recommendations to the Committee on Ways and Means
of the House of Representatives and the Commitiee on Finance of the Senate based upon the
report of that Work Group and addresses the need for further work in areas beyond the scope
of the Work Group’s charter.

. ; .
The Work Group’s Report includes recommendations with respect to other aspects of
program funding, beyond incentives, for example, 8 recommendation that the level of
Fedara] fingnclal participation in State program expenditures remain at 66 percent, Because
further wark may be needed on broader program funding issues, we are sending the Work
Group recommendations forward for considerution by the Congress, recognizing the
impartance of consensus and endorsing the Work Group'’s recommendations with respect to
the incentive formula jtgelf, while reserving judgment on thase aspects of the recommenda-
tions that address broader program funding issues, We are committed to working with the

Congress on broader funding issues arising from the changing nature of the ralationship
between the TANF and child suppurt programs under welfare reform.  Bifurcation cholees

made by States could impact the source of incentive payments, i.e., the Federal share of

callections. We are committed to working with the Govemors and the Congress to ideatify
approaches that witl ensure that States do not use the flexibility provided o refain Federal

dollars in State coffers.; Within 90 days of the submission of this report, the Administration
will propose a wglslaﬁvc solution to this funding problqn

- SUMMARY OF RECOMWDA'I‘IONS

O Measures, The incentive system for State child support programs should
muasure Stats performance in five arcas: establishment of paternities, estab-

¢



FEB-27-1987 15:24 T0:192 - D. FORTUNA FROM: DADE, J. P. 5/39

Child Support Knforcement Incentive Funding Formula
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lishment of child support orders, collections on curfent child support due,
collcction on past child support due (atrears), and oost effectiveness.

1 .
© Standards. - The incentive system should provide additional monctary
payments to States based upon State performance for each of the five
mcasures. The amount of incentive for a pamcular measure should be based

upon established standards of performance. .

o Collection ano The amount of potantial incentive payments available to
cach individual Staie should be based upon a percentage of its own State
collections - i1s, “coliection base.” The collecdon base should include
collections in both Temporary Assistance to Needy Families (TANF) cases and
non-TANF cases. However, collections in TANF cases and former TANF

- cases should be, given more welight.

© Phase In. The new incentve system shnuld be phmsad in over a one year
period beginning in fiscal year 2000. -

© Reinvestment. Incentive payments rec:_ivetl by & State should he
reinvasted in the State child support program.

© Maintain FFP, The Work Group recommends that the Federal Financial
Participation (FFP) rate for State program expenditures should remain at 66
percent. As discussed above, further work on larger propram funding issues is
nesded hefore commitment to the current level of Federal funding of program
CO3ls, !

© Review Mechanism, The new incentive system ‘should be revicwed ona
peﬁod:c basis to ensure that it enntinues to reward program goals, :

_BACKGROUND | o

Under Section 458 of Titls IV-D of the Social Ssourity Act, States are currently paid as an

incentive 2 minimum of six percent of their AFDC collections and six percent of their -
nonAFDC collections. : There is also the potential to camn up to 10% of collections based on

the State’s cost effectivensss. However, the totl amount of nonAFDC incentives is capped
at 115% of the APDC,innontive

'lhiscurmtumnﬂveymhubcm.criﬁdwdbemumlthfoauudononlymeamof
the IV-D progmm. The incentives ase-pald based only on & State’s cost effectiveness and all
States receive a base rate regandless of performance. Most child support experts believe that
this incentive system has no real incentive effect because all States recelve the minimum six

2
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percent of incentives. This incentive system also doe$ not eward states for other important
aspects of child support enforcement, such as patsmnity establishment.

Over the past desade, a number of commissions and organizations have recommended the
adoption of a new performance based incentive system. In 1988 Congress authorized the
creaton of the U.S, Commission on Interstate Child Support lo make recommendalionx to
Congress on improving the child support program. When the Interstate Commission issued
its report in August, 1992 it called for a study of the federal funding formula and a change of
the incentive structure to ane based upon performance. Other national arganizations,
Including the Natonal Conference of State Legislatures, the American Public Welfare
Assoclaton, the National Governur's Assuciativn, and several national advocacy
Organizations have also recommended the adoption of a new performance basad incentive

systero,

In June, 1993 Presldeut Clinton established a Working. Group on Welfare, Family Suppon,
and Independence to come up with a welfarc plan, including child support enforecment
reform. The plan, defailed in the proposed Work and Responsibility Act of 1994, would
have required the Secretary of Health and Human Services (HHY) 10 set performance

standards for State l‘V-D programs and reward states with high performance. Other major
child support enforcement bills Intraduced in 1994, 1995, and 1996 by both Republican and
Democratic members of Congress ineluded similar provisions.

As a result, sacﬂon 341 of the PRWORA requested the Secretary (o consult with 1v-D
directors and reconmend changes: The law states:

> The Saorotnry of Health and Human Services, in consultation with State
directors of child support enforcement programs shall develop a new incentive
funding sys:an, in a revenue neutral numcr,

» mmqmdnﬂpondeaddmmalpaymemtoany&amhamdonsudl
Snu‘sperfmm\dusuchapmm

> 1heSumMraponmConyusmmemsymmbymchl.1997.

The Incentive Funding Work Group was formed in October, 1996 consisting of 15 State and
local IV-D directors or their representatives and 11 Raderal staff representatives from the -

- U.S. Department of Health and Human Services.. This collaborative approach drew upon the

- partnership forged during the Federal Office of Child Support Enforcement’s pllot of the
Government Performance and Results Act (GPRA), Easlier efforts of this State-Federal
partnership produced a five-year national Strategic Plan for the child support enforcement
program and a set of outcore measures o indicate the program's sucuess in schieving the
goals and objectives of the Strategic Plan. Using the same collaboration and consensus-
bullding approach, te joint Work Group ctfort between State and Fodezul pertnems buils §is

{
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recommendations for-a new incentive funding system on the foundation of the national
. Strategic Plan.

{
PERFORMANCE MEASURES AND STANDARDS

The new Incentlve sysiem measures Siate performance In flve arcas: establishment of
paternities, estahlishment of child support orders, collections on current child support due,
collection on past child support due (arrears), and cost effectiveness. There was a consensus
umong the Work Group members that these are the ﬁve most important measures in
determining the success of the child support enfomcmcm program. These five measures are
nrly identical to the measures proposed in the major welferc bills introduced in the pest
few years, including the Work and Responsibility Act of 1994 and the Personal Responsibil-
ity Act of 1996, The specific equations for each of these five measures were developed by
the Incentive Funding Work Group relying, in large part, upon the national Strategic Plan.

_ Thus, these measures reflect a widespread consensus among child support professionals
regurding the major factors we ought to be measuring to determine success of the child

‘SUppOTt program.

The paternity estahlishment measure and standards in particular require some explanation.
Under the statutory Paternity Ratablishment Parcantage, states are penalized if they do not
demonstrate & ccrieln peroentage of improvement over the previous year, The Incentive
Funding Workgroup decided to award incentives to States that may have maintained their
high performance but did not Improve enough to svoidithe penalty. The Workgroup did not
want to multiply the impact of the penalty standards by’using them to determine the award of
incentives. This approach would have resulted in some high performing States losing all
thelr paternity inmtlve simply becauss they did not improve enough to avoid tha penaity. If
the award of incentive ; paymems were linked to the minimum improvement needed o avold a
panalty, a high performing State would not roosive an fncentive payment and ulso have &

ty assessed. For example, Texss achieved & patemity establishment pereentage of 82%
in FY 195¢. In FY 1995, performance improved by 1% to 83% -- not enough 5 avold a
peaelty. The decision o rewand State performance (whether sustained high performance or
significant improvements in performance), regardless of whether a State could be subject to a
penalty, is wppomleon the low end of Stwte performance as well. Should a low
performing Stats fail to improve perfarmance snough to avoid a penalty, the State would
-havetoimp:wepafcmmeeatlunbym% to eamn an incentive, _

The new incentive sysze.m should provide additiozal monelaxy payments to States besed upon
State perfonnm for each of the five measures. The.amount of incentive for a particular
measure is based upon mblished standards of performance. The Work Group sought o

create standards that rewarded both high performing States for maintaining end improving on
their success and encouraged poar performing States (o improve their results. “Accordingly,

the Work Group cansidered both past performance and trends and data estimates for the
future in esmblishing the performance smandards. The performance standards adopted reflect

1
?
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three objectives: (1) incentives should increase as performanca improves; (2) states
performing at the very highest level that we can reasonable expect should receive the
maximum incentive for that performence measure; and (3) there should be a minimum
threghold of pcrformncc for cach measure except that States below the threshold showing
very significant i unprovemem in performance should be rewarded with some incentive.

For each standard, tht-,re is #n upper threshald far the program to achieve. most ofien sat at
80 percent (and 5. 00 for the cost effectiveness ratio). Any State that achieves this
performance level, or any level above this, is entitled to the full incentive for that measure,
The reasons for using un 80 percent standard include a recogniton that there are factors
which will make achlevement of a perfect 100% sevre, whether for establishing pateraity or
collecting on current support, impossible. There was consensus that 80% is a leve! that
states can realistically ‘strive to achieve. For example, in some wage withholding cases,
because of the peculiarities of the calendar and payments cycles, payments may be attrihuted
to arrcarages. In the last formula, where there Is no upper limit, the maximum incentive is
achievable at a cost/effectiveness ratio above 5.0 (i.e, 85 of child support is collected for

" each $1 spent to callect it).

At the lower end of the. scale in each case, there is a mimmum level below which
performance would not be rewarded. These lower limits were set by exrmining current
pesformance data Hcgwcver, if a State can demonstratc & substantinl improvement over the
prior year's performance, that improvement would entitle the State to some incentive
funding, though never more than half of the maximum Incentive possibie. (The cost
effectiveness measure is the exception to this rule.) As a result, those states with lower
performance levels will at least receive some incentive provxdcd that the program is moving
sufficiently quickly-in the right dlm:ﬂon

The upper and lower thmshulds far pexforinance are basud on analysis of State parformance
data and projections. ‘me work group recommended that, in the future the formuls be

reviewed and nd]us:ed if necessary. Should actual experience demonstrate, for example,
that the majority of States easily achicve tho highest perfommea standard in a particular
Tmeasure, then the formula should be reevaluated to me that it rewards 1mprovement

A brief description of the measures follows. The eqmlions and standards are included in the
WOTKETOUp 18port. * | :

[
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' PATERNI1Y ESTABLISHMENT

The measure for patemnity establishment is identical to that included by Congress in the
_Personal Responsibility and Work Opportunity Reconciliation Acr of 1996 far purpases af
‘paternity establishment. penalties.

CASES WITH s'uppoxr ORDERS

Establishing an order to pay child support is & eritical first step to collecting support for
fumilics. Thils measurc shows how much of a IV-D agency’s caseload is capable of being
enforoed and how well the agency is keeping up with case backloads and intake.

‘ }
COLLBCTIONS ON CURRENT SUPPORT

The third measire foci:se.s on the proportion of current support due that is collected on IV-D
cases. It gets 1o the heart of the program; regular and dependabie support payments to
familes. - :

COLLECTIONS ON ARREARS

This measure focuses on how well States are doing at collecting some amount of money on

those cases having an arrearage. The measures specifically counts paying cases, and not
total arrears dollars collected, because States have very different methods of handlmg certain

upmofmm suchumdrabilitytowmoffbaddebtordebtwhichnsalm
certainly unoollwuhle'

#

'COST EPPECTIVENESS

The final measure asgegses the toml dallass collected in (he child support program for each
dollar expended. Currently, cost effectiveness is the only measure on which States are bemg
judged. S :

WEIGHTING AND COST NEUTRALITY

Each Smre will earn ﬁve scores based on pnrfurmaneoon cach of the five measures.
However, there was a strong feeling among members of the Work Group that the measures
wers 10t of equal importance and should nol carry an equal welght. Therefore, the deelsion

6
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was reached to count the first three measures (paternity establishment, order establishment
and collections on curvent support) slightly more heavily than the last two (collcctions on
arrears and cost effectiveness). For each of the first three measures, a 100% score eams 1%
of the "collection base” as defined below. Lower scores camn a poereentage of the 1%. The
last two measures are worth at a maximum .75% of the collection base. Lower scores,

~ again, cam a lower proportion of this ,75%.

Added together, the three measures gt | % and two measures at .75% equal 4.5% of the
collection base. Cost neutrality mandatcg that a new inocentive formula will not cost more
than the curreat formula Allotting a possible total of 4.3% 0of the collection base keeps the
new formule cost neutral. Preliminary estimates of incentive funding payments under the
recoromended formula: are within the range of Congressional Budget Office projections under
current law. :

[

‘THE COLLECTION. BASE

‘The current incendve sysuem is based on p percentage of total TANF collections plus non-
TANF collections capped at 115% of TANF collections. Collections for incentive purposes
include those made on behalf of other States, There are several problems that Statés are
experiencing with the current formula which will be exacerbated in the future. Pirst, those
States for whom a large percentage of the caselcad is non-TANF are effectively being
penalized because they cannot count all of their non-TANF collections. This mey not have
been a problem when the eap was first established, but as States are quccessfully moving
people off of assistance, the effect of the cap is ageravated. Additionally, it is possible that
the nurmber of asslyunce usey will dacrease over time as the implementation of welfarc
reform moves people toward self-sufficiency. The result of this success would be a smaller
- gnd smaller number of incentive dollars avallable to the Stues. A related result of capping
the non-TANF collections is that States bave less incentive to work non-TANF cases once
the State has reached the cap. The Work Group felt that States ought o be rewarded and
encouraged to work all cases. ‘Therefore the incentive base ought to include all non-TANF
collections without a cap as well as allowing States to count interstate collections.

The Work Group slso }fedl that it was especially impartant to ensure that states continued o
have strong incentives to wark TANF cases and former TANF cases.  Collection of child
suppart for these groups is especially important 10 assist TANF recipients to leave welfare
and 1o help them achieve self sufficiency so that they do not retum to welfare. Since
collection in TANF and formear TANF casss is genarally more dgifficult than in non-TANF
cases, and non-TANF collections ere rising at a fastar rate, it is sensible to provide a heavier
emphasis on collsction 'in TANF and former TANF cases, In addition, collections in TANF
cases provides direct savings to the statc and fodoral governments, Therefors the Work
Group recommends adding collections made on former TANF cases to collections made on
TANF cases and doubling these collections [n the formula to give them extra emphasis. This
i
H

L]
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. |' T
has the added benefit of mitigating the impact of the changé from the current incentive
systam with its cap .on the non- TANF collections so that the potential collection base would
be more equitable 10 states, The formula recommended is therefore:

2(TANFS + former TANFS) + non-TANFS*‘= collection base

'nonTM does not include former TANF

PHASE IN' l
By definitian, some states will lose incentives by changing to a new incentive funding
formula that is both performance based and cost neutral. To mitigate the loss, the Work
Group recommended that the formula be phased in. To accomplish this, for fiscal year
2000, & Statc would carn half of what it would have earned under the old formula and half of
whel it cums under the new culculaton. In fiscal year 2001, the new formula weuld be fully
implemented. The extra year will provide those States affected to absorb reduced revenue

. while improving performance. .

R
REINVESTMENT OF INCENTIVES IN CHILD SUPPORT PROGRAM

Currently, incentives camed by the State child support programs do not have to be reinvested
in State programs. The result {8 that money that comes from the Federal investment in the
child support program can end up being usad for other purposes. The Work Group strongly
recommended that States be required to reinvest federal dollars into the child support
enforcement program. | This would ensure continued improverneut adequate resources, and
the mainteence or hig;l performance. levels,

 FEDERAL mmcm PARTICIPATION

Currently, the Rederal governmeat pays 66% of the administrative cost of the child suppont
program. As a result of both Federal and State efforts over the past four years, child support
callections and paternity establishment has reachad record levels. Yet, we still have a long
way to go to improve the program to where it should ultimately be. The PRWORA requires
that States implement many changes to improve the opesations of their programs. The Work
Group belleves strongly that continued funding at the presear leval §s crirical to ensure that
states have the necessary staff and resources to meet the new requirements and challenges.
Hawever, before endorsement of this funding level, we intend to foliow through on our
commitrment to d:manims on the broader program fundlng Issues which arice under State

ﬂuﬂ:ﬂltyundertheTANPprognm

!
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REVIEW MECHANISM

There were two major difficulties that faced the Work Group in developing an inceative
funding formula for the future. First, the Work Group recognized that it was making a
recommendadon for & formuls that would not be put Into effect until FY 2000, With the
passage of the Personal Responsibility and Work Opportunity Reconciliation Act of 1996, the
child support enforcement program is likely to change dramarically in the next few years.
The effects on TANF and non-TANF caseloads are uncertain. This limits the reliability of
the data upon which the recommendations of the Work Group are based. Therefore, the
child support program's results and effects of the new Incontive system should be reviewed
periodically. Limited discretion should be granted to the Secretary, to make appropriate
changes, in consultation with the States, based on the progmm $ attual results and cffects
&veéry three to five years.

NEXT STEPS‘

We recognize that Worir. Group consensus depends on adopdon of all their recommendations.
We fully endorse the elements of the formula itself. However, the Work Group included
recommendations with rmpect to other aspects of program funding. Because further work is
needed on broader program funding issues, we are sending the Report forward with a
commitmeat to working with the Congress on broader funding issues arising from the
changing nature of the rclationship between the TANF and child support programs under
welfare reform. ! _

In addition, bifurcetion.cholces made by Statas could impact any incentive funding formula.
The Fexleral share of collections will continue as the source of inceative payments,
Depending on how Stetag struoture Temporary Assistance to Naedy Families programs, the
Rederal share of collections could be reduced, threatening the source of incentive payments,
Currently, the Rederal share of collectinas for FY 1996 i approximately $1.297 billion, of
which $409 million is paid to States in incentives. We will work with the Govemors and the
Congress to identify approa.chas that will easurc that Statcs 6o not use the flexibility provided
to.retain Federal dollary in State coffers, Within 90 days of the submission of this report,”
the Administration will .pmpose a legislative aolutlon to-this funding problem.

Finally, the work g-mug recognized that the predla:lve nblu;y of data and cost estimates is
limited given curren: data and thc impact of such factors as future demographic trends and
PRWORA. Additional Federal and Stats efforts are critical before FY 2000 to ensure States
produce reliable data upon which incentive funding will-be based. The need W preserve the
flaxibility to adjust the formula in future years, based on astue) results of the changing world
under PRWORA, 1s bullt into the proposal, : '

LR
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CONCLVUSION:

This report of the Secretary of Health and Human Services to the Congress recommends a
new incentive ﬁmdmg formula for the ehild support enforcement program that recognizes g
range of critical services, The recommended incentive fundmg formuls, developed in
partncrship with States, rewards performance and fs cost noutral. This formula will, in
tandem with the strong child suppoit provisions of PRWORA, greatly improve the support
provided to America'si children into the 21st century. The forwardmg of this Report and its
recommendations recognizes the need to keep the momentum needed to ensure the success of
the child support program whila emphasizing that further wark needs to be done to address
edditional issues in tho context of the changing texture of State TANF and child support
programs. We have begun, and will work quickly with the Congress and Governors, 1
resolve those related 1ssues

i :
.Atachment: Incentive Funding Workgroup Report to the
Secretary of Health and Human Servmm

it
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INTRODUCTION

The Personal Responsibility and Work Opportunity Reconcilistion Act of 1996
(PRWORA) requites the Sccietary of Health and Human Services, in consultation with
dircctars of Statc Child Support Enforcement (TV- D) programs, to recommend to Congress a
new incentive funding system for the States which is to be based on program performance.

This report summarizes the recommendations of the Inceative Funding Work Group,
which was convened by the Office of Child Support Enforcement (OCSE) in the
Administration of Children and Pamilies (ACF) at the Department of Health and Human
Services. The Work Group, which consists of 26 representatives of State and local IV-D
programs, HHS reglonal oftices, and the OUSE central office met thres tmes between
November, 1996 and January, 1997. Between each of these meetings, the Work Group
circulated its deeisions and recnmmendations among all of the other States, region by region,
and got feedback and reactions to decitions which were then incorporated into the discussion
and recommendations of the following session. This report includes the final
recommengadons of mc Work Group. With the exception uf vie Jiaseutiug Slale, Uis gloup
mched cansensus on- these final recommendations.

The recommendations of the Incantive Funding Work Group ‘were built on the earlier
efforts of a joint OCSE-State Performance Measures Work Group, which met between March
1993 and July 1996. These cfforts grow out of the wc.u'k that had besn done by OCSI and
the States, as part of a pilot program for the Gove.mmqnt Performance and Responsibility
Act, to develop a five year National Strategic Plan for the Office of Child Support
Enforcement and its: State partners.

The Incenlive Fundmg Work Group recommends that five key perfarmance measures
be used to evaluate each State’s performance and measure results in the Child Support
Enforcement program. These measures emphasize paternity astablishment, support order
establishment, onllsction of current suppor, collection of arrearages, and cost effectivencss,
Incantives would be paid to the States based on each State's weighted scores on each of these
meagires and calculated and paid as a percentage of the State's child support collestions.
‘Ihcdemlsofﬂusformulawﬂlhedlmmdbdow '

The Incentive Fundlng Wark Group urges that, |.he entire incentive funding formula bo
viewed as a whole package, of which the individual pieces fit together to achieve a package
of desired results. Aheration of any one plece of the formula oould shift the entire intanded
impact of the incentives in an undesirable way. The Work Group stresses that the near total
consessus among the panners supporting this formula depmds on the agoption of the package
as a whole.

-
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There is still work to be done to define each factor in aach measure sn that all States
are counting the same things, whether cases, collections, or expenditures, and countmg them
consistently. The Work Group will meet again 10 settle any outstanding definitional issues.
Many of these have already been addressed trough the work of the OCSE Measuring.
Excellence Through Statistics (METS) initative. The Work Group agreed to adopt the
definitions contained in the Outcome Measures document, €.g., cases in which there is no
jurisdiction should be excluded.

In this report, the principles and constraints that guided the group's decisions are
discussed, The gcncnl themes that arc consistent in all measures are presented. Then each
measure is presented in detail. Finally, there is a discussion about the relative importance of
each measure and the 4ctermmanon of the collections on Which the incenuve funding is to be

hased.
SUMMARY ornndommmnons

O Measures. The incentive system tor State cmm support programs shouid
measure State performance in five areas: estabﬂshment of paternities, estab.
lishment of ch:ld support orders, collections an current child support due,
collection on pqst child support due (arrears), and cost effectiveness,

© Standards. ,The incenllve sysism should provide additional monctary

payments 1o States based upon State performance for each of the five
measures. The.amount of incentive for a particular measure should be based
vpon eszabllahed standards of performance.

© Collection Bue. The amount of potential inoentive paymenis availsble w
each individual Stats should be based upon a percentage of its own State
collections - its *collection base.” The collection base should include
sallections in both Temparary Assisience to Needy Families (TANF) cases and
non-TANF cases. However, collections in TANF cases and former TANF

L]
'mwdhcﬂmmmwdght. ;

o PhaseIn. The new incentive system should be phased in over a one year
period beginaing in fiscal year 2000.

O Reinvestment. Tncentve payments received by a State should bc
reinvested in- ﬂ'neSmechﬂd support program.,

© Maintain FFP. The Federal Financlal Participation (FFP) rate for Statc
program expenditures should remain at 66 percent. :

oy
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o Review Mechanism. The new incentive system should be reviewed on a
periodic basis 10 ensure that it continues to reward program goals.

PRINCIPLES

In order to.dcvc!ép.mc incenlive funding measures, the Work Group agreed to certain
fundamental principles which would guide their discussion and decisions.

The Chiid Quppnrt Bnforeement Program will put children first by creating an
incentive funding formula that...

. is perfonnance-bmd encouraging impn')fv'ed program outcomes

° helps to aChlBVB the goals articulated in the OCSE National Strategic Plan and
avoids unintended consequences

J continues 10 respond promptly to improvements in the desired area of
. performance

o recognizes maintenance of high performance as well as improvement in
parfommee level

o requires that incentive dollars and Federal maiching funds be invesied in 1 the
' Child-Support Enforcement program

. includes g meochanism that will allow the ‘committee or the Secremry tn review
and change the formula in the future, if necessary based on an evaluation of

the Tesults
. treats au. children equitably
. is s.itnple.l
f
Perfonmm-lued

The PRWORA lgglalanon mandatss that & new incentive funding formula based on
performance should be proposed. In each of the five reccommeaded measurcs, a State’s
performancs in e specific program area (patemity, arder! establishment, current support
collection, arrears collections, and cost affectiveness) is. mmured using & mathematical
formula, All States tm achieve performance above a specified minimum score in each of

! . 3
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the five mcasures nre entitled to some portion of a maximuny pogsible incentive. In four of
the measures, the maximum incentive is avallable o those States scoring above a threshold of
80%. ‘Lhis target recognizes that for each measure there are faclory which will make
achievement of a perfect 100% score, whether for establishing patemnity or collecting on
curment support, impossible. Some cases are beyond the control of the IV-D agency. In some
woge withholding cases, because of the peculiarities of the calendar and payments eyclas,

payments may be auributcd 10 arreerages. In the lust formula, where there is no upper Limls,
the maximum incentive'is achlevable at s wsl/effectivencss ratio above 5.0 (i.c, $5 of child
-support is collected for-each §1 spent to collect it). '

i

The formulas each have lower limit helow which incentives are not paid vnless the
Stat= makes 2 Jarge incroass over the previous yeas's parformance. These lower limlts were
-3¢l by exunining current performance data.

.Goals of the Stratzgic Plan

t
In Fobruary, 1995, the Federal Office of Child Support Enforcement and its State
ﬁ;mcrs achieved consensus on the adopiion of a Nedonal Struepic Plan for the progmam.
Plan consists of three major goals, a8 well as a number of objectives for such of e
goals. This effort was & result of OCSE's particlpating | as a pilot program for the
‘Govaernment Pm-fmmmce and Results Act. {

Afer devclopmg the gukls snd objectives for the Stratcgic Plan, the next step was to
- develop perfonnance imeasures which would be used to measure results wnd the program’s
success in achieving the goals and objectives. A representative group, including some
members of the Core Team that developed the Stmtegic Plan, Rederal staff and State
-representatives, mot over many months to develop these performanee measures, which were
wmbymemmlmy. 1996.

The Incentive Punding Wark Group based much of its work.on the gmundwork done
by the GPRA Performance Measure Work Group. The patemity establishment measure is
derivod from Goa! I of the Stratogio Plan, AN Children Have Parentage Esiablished. The
arder establishment megsure comes from Goal I, Al-Children in IV-D Cases Have Financlal
and Medical Support Ordars, ‘I'he last three measures on current collections, arrears o
collections and cost effectiveness derive from Goal [, All Cntldren in TV-D Cases Recelve
Financlal and Medical Support from Roth Parents. In this goal, there are several objectives,
including *to increese tho osollection rgta® and “to make the process more efficient and
responsive.® The m:a.nures specifically address these objccdves.

The Incentive Work Group also Wworked to ensure that no petformance measure would
roward negative "unintended consequences.® There was an effort to examine all ways a

i |
{
} WL
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program might auempt to improve its score on A measure und to remove any measurc that
would lecad to behavior that would hurt the program. The Group recognizes that it is
impossible to anticipate and avoid all unintended consequences and has built in & mechanism
for future adjustments In the formula. (See Review Machanlsm )

3
H

Prompt R,enpoinse-to Program Improvements

The incentive funds, which will be paid quarterly based on the program performance
achieved during the prior Federal fiscal year, recognizes improvements each year, The
higher the. scare on a measure, the higher the proportion of incentive money that can be
earned, Purthormore, those Statas with vory low scorcs can eamn a portion of the incentive
money if they demonstrate substantiel improvement in program performance over the prior
year's performance. In most cases, a low scoring State must improve its own performance at
least 5% to be eligible for any incentive payment, For the paternity measure, performance

in the lower ranges must improve by at-least 10%. ;
‘ . H h,

*

Recognizes Maintenance of High Performance

In addition to fewarding a program’s improvement, the Work Group felt strongly that
those States that ware suscassful at maintaining 2 high performance level should be
rewarded. Ior this rr.-ason, the absolutc score a Statc ashieves dictates the proportlon of

incentve that it can eam at the higher levels, while improvement uvir the prior year's
. performance was not d requirement of the formulas at these higher fevels, There is a

recognition that a State acheving & very high level of performance will have a much harder .
time Improving its paformmoe than will 2 State at o lowe.r level and must invest substantial

mouroutommntnmthehxgh performanoe.

Requires Progrnm Relnvestment

The Wark Grolp strongly recommends that States be required to reinvest federal

dollars into the Child Support Enforcement progrum rethier than diverting them to other
progeams, however warthwhils. This will ensure continued improvament, adequats

resources, and the maintenance of high performance levels.
1

' Review 'Medmhhn: 1)

‘Ibmmtwo major difficultiés that faced the Work Group in developing an
incmtwe funding formula for the future. First, !hagmupmgmzed that it was making a
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rcoommendation for a formula that would not be put lnw effoot undt FY 2000. Wh.h the
passage of the Personal: Responsibility and Work Opportunity Reconciliation Act of 1996, the
Chila Support Enforcement program is likely (o change dramatically In the next few years,
The effects on TANF and non-TANF caselnads are uncertain. This limits the reliahility of
the data upon which the recommendations of the Work Group are based. Because of these
and other uncertainties about the program, the group felt that it was essential to huild iato the
incentve fundlng formyls a mechanism that would allow the Secretary, In consultatiun with
the States, to review the progrum’s results and examine any unanticipated and/or unintended
consequences of the proposad {ormula and recommend changes based on these actual results

every three to five years.

The group recommends that in the future & welfare cost avoidance measure be
included at such time &5 8 more reliable measure is devéloped.

It is essential that every effort be made to ensure 'that the pertormance data on which

incentive payments will be made be reliable. While automation should improve the quality
of the dats, OCSEH's audit staff will need to axamine how the States are reparting data and

help the States achicve rclisble data reporting. This is anticipated under PRWORA, in new
responsibilides for: Fedéml audits.

Treat AD Chlll!.mn ‘Equitably

The mommendad incentdve funding formuls is imendod to continuc the Child Support
Eaforcetnent prograti's ¢llort to put children first. It has tried to ensure that children are
served equitably and without discrimingtion by maintaining & balance between emphasizing
the needs of TANF recipients, large and small States, interstate and intrastate cases, eic.

The Work Group neither expected nor intended there 10 be any reduced efforts as & result of
8 Stale's eaming 1@5 mnncy based on performance.

- SimpHelty

The Work Group strived to reach conscnsus on a formula that would be simple to
.understand and edm.l.mw. which at the same gme would meet 811 of the ahove criteriz. By
taking a sigmilar approach to each measure, In which outcomes were rewarded proportionsely
at the upper levels of performance, and sybstantial improvement was rewarded at the lower
performancs levels, the group attempted 10 achieve & degree ‘'of consistency and simplicity.

5 ' 4
. 4
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. corwsmmnons

At the same time that the Incentive Funding Work Group was guided by some
fundamental principles, it tried to keep in mind some realistic constraints and process
ennsiderations in its deliberations. They wanted to recommend a formula that could be
accepted by all who would be affected. These considerations, listed below, also affected the
group's recommendations.

1. The formula recommended should be politically viable. All stakeholders should be
considered. Stakeholder concerns were anticipated and addressed at every step of the
process. The concerns with respect to each aspect of the formula were addressed and

reaulved.

2. Some States will lose money under a cost neufral new incentive funding scheme based
on performance. Because the current system is not performance-based each State is
guaranteed to receive a minimum of 6% of collections in incentives. By moving to 2
formula that is based on performance and, at the same time, is cost neutrml for the
‘Rederal government, some States will certainly lose incentive money in the future -
unless thay improve their performance.

3. There must be bmlt in flexibility to change the sysiem (based on consultation with the
Sttes) if it is not working properly. 1f unintanded consequences are discovered, the
system should be changed, The world will change dramatically under welfare reform
and the propossd formula might need to be changed bocause of thel. Also, In the
futire, with welfare reform, it is possible thut the & measure could be developed to
look at cost avoidance.

4.  ‘There should be as much sdvance notice to States as possible to allow for propex
preparation, phl'l.nl.l'lg, and performance improvement. Advance planning time is
necossary for budgeting purposes, for example. States need time to prepare for and
achmvedatamliabﬂl.ry ‘There will be an Incentive for States to clean up their

caseloads. y

5. The recommended mcemive funding symn should avoid possibilities of "gaming® the
system and ahou!d also encournge early imp!emanhuon by the States, ’

6. States should fupd some part of thelr Child Suppon Enforcement program. They are
mandated to fund 34% of the program. The Work (iroup expressed concemn about
those States that ure "making profits” on the Child Support Enforecment progmm
without retuming thess benefits tn the program. The Work Group also felt that it was
importaat to maintain the current level of federal financial participaton (FFP) at 66%.
Continued funding at the present level is critical 10 ensure that states have the

. necessary staff and resources to meet the new requirements and challenges.

|

i

i ..l'a



FEB-27-1397 15:24 T0:192 - D. FORTUNA FROM:DADE, . P. 23/39

i
| . ‘
INCENTIVE FUNDING WORK GROUP REPORT TO THE SECRETARY OF HHS

7. States should continug to worry about working the “tough” cases and about Umeliness
of service delivery. There is 4 cridcal need o rewurd success 1 assistance cases and
former assistance cass.

GENERAL THEMES :

As mentioned previously, in order to keep the incentive funding formula relatively
simple to understand, explain, and administer, there are certain consistencies in approach
across ell five measures' Also, there is a logic to the five measures chosen as they
emphasize the logical development stages in a child support enforcement case: establishing
patornity, establishing ajsupport order, collecting ourrent support due, collecting any arrcars

- owed, and doing all of this in a cost effective manner.

States want theu performance to be judged and compared with their own performance
in the previous year. These mmsum are constructed to compare a State's performance to
1t.nnlf, not tn o "national averuge.” pi

In each case, there is an upper threshold for gach State to achieve, most often set at
80% (and 5:1 matio of collections to cosis for the cost effectiveness measure). Any State that
achieves this performance level, o any level above this, is entitled to the full incentive for
that measure. The reasons for the 309 vary asrose the measures, but in general they include
a recognition that this is a level that States-can realistically strive to achieve. At the same
time, the 80% recognizes that there will always be some cases in the caseload which, for a
variety of réasons, wﬂl be impossible 1o work successfully.

At the Jower end of the scale in each case, there is 3 minimum level below which the
group felt that perfarmance should nat be rewarded unless a State demonstretes 8 substantial
tmprovement over the prios year's performance. The group believes that substantial
Improvement should be recognized with some incentive funding, though never more than half
of the maximum incentive possible. (The cost effectiveness measure is the uccpuon to this
rule.) This machaniem allows them some access to fundmg if the program is moving
sufﬁamﬂy quickly in the right direction, :

I

)
t
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PATERNITY MEASURE ,_-
The first measure is based on the Paternity Establishment Percentage as defined in the

Personal Responsthility and Work Opportunity Reconciliation Act on 1996, Under
 PRWORA, States may use either one of the following two measures:

1. IV-D Pm‘i-miy Estublistinient Percentage:

The ratio that t.he tofal number of children In the IV-D caseluad in the fiscal year or,
at the option of the State, as of the end of the fiscal year, who have been bomn out of
wedlock, the patermty of whom has been established or acknowledged bears to the
total number of ghildren in the IV-D eageload as. nf the end of the preceding fiscal
year. who wese bomn out of wedlock . g

Bquaton: | ‘

Total # of Children in IV.D Caseload in the Pinml Year or.
anheoption of'theState, asofths end ofthsFlacal Year who

Tota.l r of Chﬂdrm ln IV-D Caseload as of l.he cnd of thc praccding
Fiscal Year who were Born Out of Wedlock

2. Statewide Puarnlty Establishment Percentage:

The ratio that the total number of minor children' who have been bomn out of wedlock

and the paternity has been establithed or acknowledged during the fiscal year, bears
to the total. number of children born out of wedlock during the preceding fiscal year.

Total f of Minor ChJJdm who have been Born Out ofWedlmk and

Total # ef Chﬂdeom Out of Wadlock During the Preceding Fiscal Year

!

This measure is unique among tha flve measures in that, by statute, there are
currently penzities based on the paternity measure. States are required tw finprove their
performance by & qnclﬁc amount or they are subject to penalties. The Work Group
congidered whether the incendves based on this measure should reflect, in some manncs, the
peaalty acoring system. :For example, the penalty system requlres that States demonstrate
improved performance over the previous year. There was & concem about whether States
should be subject to penaities and be eligible for incentives ar the seme time. Some felt that
the hazk of incentive would make these States doubly peruhud by not improving
performance. The group concluded that States should be eligible for incentves based on
performance even if they were subject to penalties because thelr performance had not
improved to the extent required to avold the penalty. An example illustrates the rationale for

' 9
{
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this If & State is at an 85% performance level one year, and increases to 86% the following
year, it would be subject to a penalty for not achieving @ 2% increase in performance. The
Incentive Funding Work Group felt that the State should be rewarded for its high level of
performance by receiving 100% of the possible incentive to encourage sustained
performance. The paternity incentive is an integml part of the recognition and reward of
State performance in the range of required program results, and, as such, merits distinction
regardicss of the potential for a penalty. The scale for the incentlve funding on paternity is
shown below:

Paternity Establishment P;émntage

Perfo_qnh;[.evel : % of Maximum Incentive
80% and above 100%
79% 98%
78% 96%
% 94%
76% ) 92%
: 75% ‘ o 90%
74% - 88 %
7% ‘ 86%
1:‘2%‘ | 84% . )
N% . 0%
| . T0% | 80%
 51% - 69% (increates by | % increments) | 61% - 78% (increases by 1% increments)
o " s0% - 0%
49% and bolow ~_ SD% if inoreass by at least 10% |

. Ifn State Is puformmga.tthc‘IO% level, itis ehgible for 80% of the incentive for
this measure, If it is performing at the 77% level, it is eligible for 34 % of the incentive for
this measure. I performance drops from ane year at 72% 1o the next year at 69%, the
incentive percentage drops from 84% t© 78%, but docs not disappear altogether. If & Stats is
-2t 48%, in order for that State to receive a percentage of incentive, it must have improved at
MIOWpdnummm *s performance, That is, the State would have
h&dtglhavebeenatorbalnw%%theprenousywinordertomelveSO%ofﬂle
incm ve.
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CASES WITH SUPPORT ORDERS

. The second measure looks at the percentage of cases in the IV-D caseload that have
orders for suppart. The equation to compute. the. incentive is as follows:

Tom! Nomber of IV-D Cases :

Again, this measure has a sliding scale so that an increascd performance cams a
higher level of the incentive, Any score above 80% earns the maximum possible incantive,
Any scare below 49% requires an improvement of at least % over the previous year's

* . performance. The table below illustrates the acoring on-this messure:

i O_rder Establishment
1 % 98%
' 78% - 96%
% o %4 % T
| 76% . ' 0% .
75% ' 90%
7% . 88%
- T3% 86%
I 2% ; 84% n
"% Vo eem
720% | - 80%
51% - 69% (increasés by 1% increments) | 61% - 78% (Increases by 1% increments)
0% - B 60%
9% wid below _ 50% if increase by at Icast S%

|
g
|
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COLLECTIONS ‘ON CURRENT SUPPORT

The third measure focuses on the proportion of current support due that is collected
on IV-D cases. This measure was felt to be very important because it gets to the ¢rux of the
program: regularly and dependably collecting support money that is due families.

The proportun of current suppornt collected is expressed by the following formula:
! ' .

Tosal Dollars Collected for Current Suppart in IV-D Cases
. Total Dollars Owed for Current Support in IV-D Cases

The scoring for thia mocasure is very similar to the ono uged for the first and second
measures. However, the lower threshold is 39% for this measure, as opposed to 49% for
the previous measure. yThis lower threshold is based on an examination of current collection
data,

' Collections on Current Support
: % of Maximum Incentlve
80% and above 100%
7§95 ‘ OR%
8% 9%
[ | TI% - . 94 %
' 76% ' ’ 92% %
[ 5% ' 0% -
| %% . 8%
nE% . 86% |
. 12% ' 4%
7% 2% : 4
0% 80% .
41% - 69% (Increascs by 1% increments) | 51% - 79% (increases by 1% incmm)#
| 4% - 0%

39% and below "'$0% If ot least 5% {norease

§
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COLLECTIONS ON ARREARS

The fourth mea.éurc assesses efforts to-collect money from those cases with an
arrcarage due. While the group wanted to emphasize the importance of collesting regularly
the current support due to a family, they felt that it was important to include a measure that

agsassad the efforts 1o collect arrears owed.

This measure focuses on how well States are doing at collecting some amount of
money on those cases having an arrearage. The messure sperifically counts paying cases,
and not total arrears dollars collected, because States have very different methods of handling
certain aspests of arrears cases, such as their ability to Wwrite off bad debt or debt which is
almost certainly “uncollectible.” Same States aggressively soek Judgments for unrelsibursed

. assistance under State Jaw. They also have different policies on case closure. Additionally,
some States charge interest on arrears, which i3 considered additional arrearages, while-
others do not. In many cages, large arrsarages already exist when an individual applies for
assistance or seeks services under the program. Given these differences in practice, the group
found no. lenable mathud for complelely leveling U playing ficld among the Swatcs, The
measure selected cames as close as possible. In this measure, the group recognized the
strong expectation of palicy makers that inroads be made on the collection of the mounting

arrearage.
LI
The equation fur this measure is below:

'l‘nhl numher of I‘V-D cases wlth arraars due
4
The scoring on tlus measure is similar to the previous two measures. However, there
is a lower bottorn thyeshold on this measure because of the difficulty in collecting on arrears
cases, a8 -seen’ evident in current performance data,
' §

2 W @ —erama.a
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Cases with Collections on Arrears

Seialimmmh

Performance Level JF % of Maximum Incentive
80% and above ] _-—-* 100% T
79% 98%
. 18% k 96 %
# 77% | 94 %
76% | 92%
75% 50%
' 74% 88%
3% 86%
T2% 84 %
71% 2%
70% o 80%
41% - 69% (1% increases) " 81% . 79% (1% inoreases)
| 40% 0%
39% and below 50% if 5% increase

f
3
i
N
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COST EFRECT[VENE’SS

The final measure assesses the total dollars collected in the Child Suppornt
Enforcement program tor each dollar expended, Cusrently, cost effecdveness is the only
measure on which States are being judged. However, In the new incentive formula, unlike in
current practice, total costs and collections are measured: there is no provision for separating
usyiBtanve versus non-assistance collections over costs.

There are a number of reasons for looking at all costs together in the fulure. The
greatest reason is the need to avoid continuing the perverse incentive in the current formula.
States are better off under the current formula if families stay on public assistance, With
walfare reform, the goal, is fawar snd fewer TANF cases as people move toward self-
sufficiency. The formuld should support, not subvert, this goal. It is also very difficult, and
sometimes arbltrary, - w rewurd these efforts separately.

The equatlon- for. cost effectiveness is as follows:
; !

. Touwl IV-D Dollyrs Expended
The incantives would be based on the scoring in the table below: -
.! ] Cost Eﬂect!venm o
S.N. and above .
4.50 - 4.99 90%
4.00 - 4.49 ' 80%
3.50:3.9 | ' 20%
3.00-3.49 0%
250-299 0% _
2,00 2.49 0% |

" This is the onIy ‘measure for which there is no incentive given below a spedﬁc score,
even if algnificant improvement occurs:- The group felt that if the cost effectiveness ratio
falls below 1.9, theSmeshwldmmxnmuvebmusepufamneebdowtha:lwdh
unqmpmbla :

15
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S

WEIGHTING THE MEASURES

Each State will eamn five incentives based on performance on each of the five
measures. However, there was a strong feeling among members of the Work Group that the
measures were not of equal importance and should not carry an equal weight. After much
discussion, the decision was reached to count the first three measures (paternity and order
establishment and collections en current support) slightly more heavily than the last two
(collections on arrcars and cost effectiveness). For each of the first three measures, a 100%
score earns 1% of the “expanded collactions” as defined below. Lower scores eam a
proportion of the 1%. The last two measures are werth at a maximum .75% of the

“expanded collections.” 'Lower scores, again, earn a lower proportion of this .75%. The
cholce of 1% and .75% derive from the necessity of using « cost-teuuallly facwor thut, will
easure that the amount of incentive money paid out under the new formula approximates the
amount that would be paid under the current system. Minor adjustments can be made in the

© percentages chosen,. if nacusa.ry when fias! CBO.projectinng are made.

1t should be uow.l dut the welghtug of e measures 18 one of the arcas that people
felt might need re\nsmng after the program is in effect for a few years. At that time,
simplicity may dictate giving ail measures an equal weight. Or, on the other hand, the Child
Support Enforcement program may seek 1o emphasize one aspect of the program over othess.
Shifiing the weighis of the measures accomplishes that aim.

INCENTIVES BASED;ON COLLECTIONS

_ The current incentive systam Is based on totel TANF collections end non-TANF
collections capped at 115% of TANF collections. Non-TANT eolleotions, a5 currently
defined, includes collections fram former TANF cases. There are several problems that
States are experiencing with this formula which will be exacerbatad in the future. kirst,
those States for whom a larpe parceatage of the caseload 1S non-TANF are being penatized
because they cannot count all of their non-TANF collections. This may not have been &
pmblnm when the cap wu first established, but as States are sucoessfully moving pecpls off
of azsistance, the penalty continuas. . Additionally, it is passible that the number of assistance
cases will decrease over time as the implementation of welfare reform moves people woward
sclf-sufficioney. The result of (his success would be a smaller and smaller number of
assistance cases and collections which would result in fewer incentive dollars availabie to the
States. Another result of capping the non-TANP collestions is that States have less incentive
to work non-TANF ceses once the State has reached the cap. The Work Group feit that

) Swuoughtmumwardedmdmmgedmworkaum Therefore, the incendve base
pught 10 include. allmn-‘rANF canss wlthout 8 oap.

The WarkGer falt that it was capesially impartant to ensure that States had
significant incentives 10 work TANF cases and former TANF cases. Collection of child
support for these groups is especially important to assist TANF recipients (o leave weltare
and to help them achieve sslf sufficlency so that they 4o not return to welfare. Since

16
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collection in TANF a.nd former TANF cases is generally morc difficult than in non-TANF
casey, and non-TANF collections are rising at a faster rate, it is sensible to provide a heavier
emphasis on collection in TANF and former TANF cases, In addition, collections in TANF
cases provides direct savings to the State and Federal governments. Thercfore, the Work
Group recommends adding collections made on former TANF cases 10 coliections made on
TANF cases and doubling these collections in the formula to give them exua emphasis, This
has the added benefit of. mittgaring the impact of the change from the current incentive
system with its cap on the non-TANF collections so that:the potential collection base would
be mare equitable to States. The formula that the Wark Group racommends i5 as follows:

2(TANF + former TANP) + non-TANF = expanded incentive collection base
'non-TANF'doefs not include former TANF '

‘PHASE IN

There it no quot;ﬁon that certain States will lose money by using the new incentive
funding formula, which is required to be cost neutral. To migrate from & system that
guarantees 4 minimum incenrlve to everyone, regardless of perfonmunee, w & systen thal is
based on rewarding performance, some States will recejve lower incentives, To midgate the
loss of incentive funds that have been used to fund the program over the years, the group
recommends that the new formula be phased in over a one year peridd. - To aceomplish this,
for fiscal year 2000, 2 State would earn half of what it would have earned under the old
incentive formyla and half of what {t eamns under the new proposed formula. In fiscal year
2001, the new forroula would bo fully implemented.

}
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To illustrate the way the incentive funding formula would work, we will take the
hypothetical case of the State of Xanadu. Lat's assume. that for Xanadu, the incentive
funding base as defined previously is $50,000,000. The incentlve funding base is multiplied
by the maximum values established for the meagures, ¢.g., 1% for the first three measures
and .75% for the last two measures. The product of thut uloulation is found in column B
below. The following teble illusirates the scores that Xanadu received on the five
performance measures and their maximum value degived from standards tables for the five
measures. Given these scores, the next step would be to multiply each score by the
.maximum value of the measure to get a total incentive amount.

LR

Mepsure | Xumdu | Percestage |  Maximum Incentive Payment
Pu'fohr:m of locentive v;lue of ®
Jevd ] Incentive (5)
| ‘ (4 (B) (A) x (B)
1. Patemnity t 54% &% | 500,000 320,000
2. Order . 9% 98% 500,000 490,000 f
Dsablishment | | .
3. Current ‘A1% 51% 500,000 255,000
) Support ‘ -
4, Arrears Cases 40% 50% - 375,000 187,500
Puying il o , -
5. Cost : $3.00 50% 375,000 225,500
Effectivencss B
; TOTAL $1,478,000
: 'INCENTIVR -
' EARNED
- CONCLUSION

This report of the Incentive Funding Workgroup o the Secretary of Health and
Human Services to the Congress recommends a new incentive funding formula for the child
eupport enforcement program that recognizes a range of critical services, The recommanded
incentive funding farmula, developed in parmership with States, rewards pecformance end s
cost neutral, This formula will, in tandem with the strong child support provisions of
PRWORA, greatly improve the support provided to America’s children into the 21st ceatury.

18
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CHILD SUPPORT ENFORCEMENT

INCENTIVE FUNDING WORKGROUP MEMBERS

Federal Representutives

Name
Keith Bagsett

Sheck Chin

Anne Donovan
Robert Harris

John Kersey

" Tom Killmurray
Paul Legler

Qaile Meller
Elizabeth Matheson
Joyce Pitts

Tony Slade

State 'Repchaﬁtlvw

Organization
HHS/ACF/OCSE
HHS/ACF/OCSE
IIIS/ACF/OCSE
HHS/ACF/OCSE
HHS/ACF/Region IX
HHS/ACF/OCSE
HHS/Office of the Secremty
HHB/ACF/OCSE
HHS/ACF/OCSE
HHN/ACEIOCSE
HHES/ACF/Region V

Name /Lol
Barry Bloomgren Hennepin County, Minnesota
Tony DiNallo Connecticut
Dianna Durham-Mecl.ond  Nlinais, Smtn:yfheasw NCSCSFA
Wally Dutkowsid Michigan
Jerry Fay Massachuselts, Vice President, NCSCSEA
Leslie Frye Californiz, Past Pregddent, NCSCSEA
Jim- Hannmey Towa, President, NCSCSEA
. Gordon Hood Loulgiana
cuﬁuyman Maryland
Joyce MoClaran Tenocasee
Narcy Mendoza Arizona
Doris Sims ~New Jersey
Glenda Straube .
Terry -Walter South Dukota
HHS: U.S. Department of Health and Human Services
ACF: Administration for Children and Ramilies
OCSE: Office of Child Support Enforcement

NCSCSEA! Natonal Council of Stale Child Support Enforoement Administrators
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THE SOCIAL SECURITY ACT

Sec. 458. Incentive payments tn States
(2) Purpose; requirement; quarterly payments

In order to encovrnge and reward State child support enforcement programs which
perform in a cost-cffective and efficient manner to secure support for all children who
have sought assistance In sscuring support, whother such children roside within the
State or elsewhere and whether or not they are eligible for assistance under a program
funded under part A, and regardless of the economic circumstances of thedr parents,
the Secretary shall, from support collected which would otherwise represent the
Rederal share of assistance to families of noncustodial parents, pay to each State for
cach fisal yoat, on & quarterly basis (as dessribed in subsoction () of this cection)
beginning with the quarter commencing October 1, 1985, an incentive payment in an
amount determined under subsection () of this section.

(b) Incantive fonﬁula

(1) Except as provided in pamgraphs (2), (3), and (4), the incentive payment
shall be equal to-;

(A) 6 percent of the total amount of support collected undet the plan during
the fiscal year in-cases in which the support obligation involved is assigned to the
Smtc pursuant to pection 608(a)(3) orsection 6'71(1){17) of this tle {with such total
amount for any fiscal year being hereafter referred to in this section as the State's title

Iv-A eollecﬂons“ for that yean, plus -

(B) 6 percent of the 1wl amount of support collected during the fiscal year in
all other cases ynder this part (with such tota] amount for any fiscal year being
hereaftar mfmad to in this saction a8 the State’s **non-title IV-A collections’’for that
year). | |
() If subsection (c) of this scction pplies with respect to B Smc‘s title IV-A

collections or non-title IV-A collections for any flscal yeer, the pescent gpecified in
paragraph.(1)(A) or (B) (with respect to such collections) shall be increased to the
higher percent daterminad under such subsection (with regpect to such collections) in
.determining the State's incentive payment under this subsaction for that year,

(3) The doliar amount of the portion of the State’s incentive payment for any -
fiscal ycar which is detarmined on the hasie of its non-title TV-A collections under
paregraph (1)(B) (after adjustment under subseaﬁnn (¢) of this section if applicablc)
shall in no case

(A) the dollsr amoimt of the portion of such payment which is determined on
the basis of Its title IV-A culieciions under paragmph (IXA) (after adjustment under
subsection {¢)- -of this section if

applicable) in the cass of fiscal year'1386 or 1987

(B) 105 percant of zuch dollar amount in the case of fiscal year
1988; :
(©) 110 percent of such dollas amouat uf; the case of fiscal year
1989; or . !
(D) 115 percent of such dollar amount in the case of fiscal year
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1990 or eny fiscal year therenfier. }

(4) The Secretary shall make such additionak payments 10 the State under this
part, for fiscal ysar 1986 or 1987, us may be necessary to assure that the tntal amount
of payments under this section and section 655(a)(1)(A) of this title for such fiscal
year 15 no iess than 80 percent of the wmount that would have been payable to that
State and its palitical subdivisions for such flscal year under this section and section
655(a)(1)(A) of this title if those sections (including the amendment made by section
5()(2){A) of the Child Support Bnforcement Amendments of 1984) had remained in
offest as thoy were in effect for fiscal year 1985,

(c) Increase in percantage; laboratory costs

Tf the total amount of a State’s title IV-A collections or non-title IV-A collactions for
any fiscal year baars o matle to the total amount expendad by the State in that year for the
operation of its plan approved under scetion §54 of this title for which payment may be made
under section 633 of this dile (with the (wikl wniount so expended in
any fiscal year-being hereafler reterred (0 in this section as the Suue's ““‘comblned Ude IV-
A/non-title [V-A administrative ¢osts’* for that year) which Is equal to or greater than .4,
the ralevant percent tpecified in subpamgmnh (A) ar (B) of subsection (bX 1) of this sectiom
(with respect to such collections) shall be insreased to—

(1) 6.5 percnt, pluy
2) one—haif of 1 pereent for each full iwo-tenths by which such rativ exceeds

1.4;

except that the parcent so specifiad shall in no event be increased (for either title IV-

A collections or ‘non-title [V-A collectons) to maore than 10 percent. For purposes of

the preceding sentence, laboratory costs incurred in determining paternity in any fiscal

year may at the option of the Swite be excluded from the State's combined combined
title N-A!non-ﬁde IV-A administrative costs for. mat year,

{& Suppott enlleeud on behalf of individuals residing in anom:r State

10 computing moemlva payments-under this section, suppart which is
’ .collnctedbymeswamemqmofmﬁsmmﬂ be treated
23 having been-collectad in full by each such-Sinte, and any smounts

- expanded by the State in carrying out upem.l project ‘arsisted under
seclion 655(c) of this title shall be oxcludad.

(¢) Estimates by Secretary; quartarly payments

“The ameunts of the incentive paymants to be made o the various
Smnnde.rtbuwﬁmfwanyﬁwalymshnnbeudmubythe
wummmwammmmmam
best information svailahle, The Secretafy shall make much payments for
such year, on & quarterly bagis (with each quarterly payment being made
mlaurmmlboglnnln;oflheqmnerinwlvd}.mﬂnlmounmso
estimated, reduced or increased to the sxtant of any overpayments or
underpayments which the Secretasy determiines wese made under this
gection 10 the Siates hlwalved for prior periods and with respeet W

]
}
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;
which adjnstment has not already boen made under this subsection. Upon
the making of any estimate by the Secretary under the preceding
sentence, any appropriations avallable [ur payments under this seztion

shall be deemed vblipated:
f

R Rl R T, e
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THE PERSONAL RFSPONSIBILITY
AND WORK OPPORTUNITY RECONCILIATION ACT OF 1996
(Public Law 104-193]

SEC. 341, PERFORMANCE-RASED INCENTIVES AND PENALTIES.

(8) DEVELOPMENT OFF NEW SYSTEM.--The Secretary of
Health and Human Services, in consultation with State directors of
programs under part D of title IV of the Soclal Security Act, shall
develop a new incentive system to replace, in a revenue neutral
manner, the system under section 458 of such Act. The new sysiem
shall provide additional payments to any State based on such State’s
performance under such a program. Not later than March 1, 1997, the
Secretary shall report on the néw system 10 the Cuntitiee on Ways
and Means of the House of Representatives and the Commitiee on
Finance uf the Senate.

|  EERNE RN 1
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LRM ID: MDH38

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
Washington, D.C. 20503-0001

Friday, March 14, 1997 |

LEGISLATIVE REFERRAL MEMORANDUM

TO: Legislative Liaison Officer - See Distribution below
FROM: Janet R. Forsgren (for) Assistant Director for Legislative Reference
omB CONTACT: Melinda D. Hasking
PHONE: {202)385-3923 FAX: (202)395-6148
SUBJECT: HHS Testimony cn HHS Report on Child Support Enforcement Incentive
Funding {h
LX)
DEADLINE: 4 PM_Monday. March 17, 1897 ’

In accordanca wnth OMB Clrcular A 19 OMB requests the views of your agencv on the above
subject before advising on its relationship to the program of the President. Please advise us if this
item will affect diract spanding or raceipts for purposes of the "Pay-As-You-Go" provisions of Title
XN of the Omnibus Budget Recenciliation Act of 1990.

COMMENTS: Auached is HHS (Ross) testimony on the Administration’s
recommendations to revamp the child support incentive payment system, This
testimony will be glvan on March 20th before the Holse Subcommittee on Human |
Resources.

DISTRIBUTION LIST

+
\ ]
¥

AGENCIES: : -

8- AGRICULTUREICONG AFFAIRS - Vince Ancell (all testlmonvl - {202) 720-7095
61-JUSTICE - Andrew Fois - {202) 514-2141

118-TREASURY - Richard 8. Carro - (202) 622-0650 !

110-Social Security Administration - Judy Chesser - {202} 358-56030

EQP: .

< Kenneth S, Apfel i John E. Thempson
Cynthia M. Smith ) Elena Kagan
Richard E. Green . Cynthia A. Rice
Barry White : Diana Fortuna
Keith J. Fontenot : Woalter S. Groszyk Jr.
Sally Katzen James C. Murr
Michael A. Fitzpatrick Janset A. Forsgren

Wendy A. Taylor
Maya A. Bernstein . ‘ -
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LRM ID: MDH38 SUBJECT: HHS Testimony on HHS", Report on Child Support Enforcement
Incentive Funding

RESPONSE TO |
LEGISLATIVE REFERRAL
MEMORANDUM

It your response to this request for views Ig ghort [e.9.. concur/no comment), we profer thst you respond by
e-mall or by fexing us this response theot. If the responsa is short and you profer to call, please call the
branch-wits {ine shown below {NOT the analyst's line} to Isave B message with » legislative asslstant.

You may also raspond by:

{1) calling the analysi/attornsy's direct line [you will be connectad to voice ma!ll if the analyst does not
angwor); or )

{2) sending us @ momo or letter ‘
Please Include the LRM number shown above. and the subject shown below.

TO: Melinda D. Haskins Phone: 395-3923 Fax: 39%-6148
' Office of Managamaent and Budget
Branch-Wide Line {to reach legigiative assistant); 385-7362

FROM: (Dete)

(Nama}

{Agency)

, . {Telephane)

The following s the repons'_p of our agency to your requast for viaws on the sbove-captioned subject:

.._Concwr

_____ No ObJection

}
No Commant

— ... Sea proposad edits on pages

.Other:

_FAX RETURN of psages, attached to this reponse sheet
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STATEMENT BY
DAVID GRAY ROSS

: DEPUTY DIRECTOR
OITICE OF CIIILD SUTTORT ENT'ORCEMINT
ADMINISTRATION FOR CHILLDREN AND FAMILIES
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

DET'ORD THE

COMMITTEE ON WAYS AND MEANS

SUBCOMMITTEE ON HUMAN RESOURCES
U.5. HOUSE OF REPRESUNTATIVLS

MARCH 20, 1697

——. s = e amaa - LSV Y e X [k S SS EE N W



‘MAR-14-1997 13:39 TO:ELENA KAGAN FROM: DADE, J. P. 4/13

Mr. Chairman and members of the Commitiee: T want to thank you for giving me the
vppurtunity o testify today on the Adminlstration's recommsndations for revamping the
Incentive systam for State child support enforcement pﬁm. The Adminlstration is
committed to timely and effective implementation of the new welfare reform law and we view -

the incentive report as an irportant early step in our efforts.

The Administration and this Commitiee are 1 il agreewment that child support 18 an essentiai

part of welfare reform. It sends a message of rasponsibility to hoth parents and is a vital part
of moving families wyiard work and self-sufficiency. ?m families have attained
independence, child simport can keep them from fallinbg back onto public assistance rolls.
Child support also ac;s as a safety net to ensurc that single parcnt families don't nccd
assistance in the first ‘plncc. We are proud of this Administration's record on child support
Ienforcamen.x and auxi?usly awsil the positive results that ths new provisions will bring to
further meet these crit:ical goals.

\ ;
Prestdent Climon has made improving child support enforcement and increasing child support
collections & top prior;ity. Since 1aking office, Presidex;t Clinton has cracked down on non-
paying parents n:ndsu-‘engthmed child support enforceraent, resulting in record chiid support
coliecﬁnns. The ]usri;e Department ic investigating and prosecuting cases whero parents cross
state lines  avoid puyioent under the Child Support Recovery Act. In FY 1996, $12 billion
in child support was c::nocted on behalf of the children of America. This arnount exceeded the
President’s Budget projection of $11.5 billion and rcptésented a 50 percent increase in child

L

? ‘ 1
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support collections gince FY 1992. Since FY 19952, the number of paying child support cases

has lucreased by 36 percent.  These accomplishments are impressive, but prmjectinns on the

impact of the new provisions @1l us they are only the beginning.

The Personal Respongibility and Work Opporninity Recorciliation Act (PRWORA) inchides

the tough child support measures President Clinton called for from the start and child support

caforcement al the Foderal and State levels is being transformed by the thesc measures. Many
- it

States bave already taken steps to implement the new f;dml requirements. Forty-three States

have license revocaﬂc:n programs in place. Thirty-five States have recently enacted the .

Uniform Imerstgte Pamily Support Act. And twenty-six States have adopted some form of

reporting of new hires.
: i

'

1
3

At the Federal level, we have made great progress in x?nking the expanded Federal Pﬁcm
Wr Service (FPLS) a reality. 'We have entered iﬁfo contracts with several nationally
recognized and reSpected vendors to help us design and develap the expanded FPLS, manage
the project and enhan;'z our quality assurance effurts, and assist us with providing Lralning and
technical assistance té state Rgency users,

Finally, a5 required under PRWORA, we worked with the States to develop a new incentive

funding structurc that rewards results and submitted our Child Support Enforcement Incentive
A

Funding Formula report to Congress last week. That report is the focus of my testimony

today.
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)
I am happy to reporn &mt since my last appearance before this Commitree on September 19.'
1996, our collaborstive effort with the States to develop a new incentive funding s.yStern for
the child support enforcement program has been successful. The jointly-developed, revenue
neptra} incentive funding proposal Is tough and woul'd.push States to improve performance.
This formuls will ensure goud vuwomes for funilics aud has 2 broad conscusus aong the

z
States and other child support enforcement stakeholders.

1
The current incentive ;funding systemn is based on maxumzmg child support collections relative
1o adm.inis&utive costs. A minimum incentlve peyment is made to all States regardless of
whether performance zis good or poor. Currently, Sta::s ¢an run inefficlent programs and still
teceive large amounts in incentives. We zll remgmzc dm t.hls does not ¢creste a sigmficam
incentive for the achievement of program goals. An improved results-based incentive system

would take into sccount other measurable program results such as paternity establishment,

order establishment, and collections.

Ovr effort to develop a performance-based incentive gystem daverailed with our thriving State-
Federal partmership and qur effort. ta hecome a resulis-oriented program, as envisioned hy the

Govermunent Performance and Results Act (GPRA) of 1993. OCSE hus compked the
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2'year pilot phase of its irnplementation of GPRA during which we forged a Federal-State
partzsrship that has ascomplished much. I would like 10 briefly highlight our

accomplishments.

Federel and State partners have developed and reached consensus on a Nitional

Strategic Plan with a misqion, vision, goals and ohjectives.
!
{
Faderzal and State partners reached congensus on outcome measuras for each of

the Strategic Plan goals and objectives so that progress can be tracked.

The m?jority of Statcs have catered imo_panncrship agreements with ACP
Regional Oftices that deail pertbnnmﬁe goals, technical assistance initiatives,
gnd A shared commitmernt to working together.

!
OCSE and the assoclation of State child Support progrem directors have entered
ioto a [;amnrshiplagreemém that emph'x;.s'm:s communication, joint planning,
and oo:responsibility for improving America’s child support enfom;emem

prograin.

Building on this new ircﬂm(iallcm of pannership with the Swmies forged during the GPRA pilot,

we convened s group ‘of State and Federa) partners to meet the Congressional chargs to the

Secretary of HHS to change the incentive funding system. The workgroup included 15 Stte
. »

4
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and local child support directors and 11 Federal central and regional office represgmativcs.',.
The workgroup mat November through January. Of the 14 Statc dircetors, 10 agreed to
represent only their ywa Swuawes bt also other States in their region.  Afier cach workgroup
meeting, the representatives consulted with the States in their region and brought that feedback
1o the next mesting to,sssure the broadest possible consensus. Progress of the workgroup was

also shared with the American Public Welfare Association and advocacy groups.

',
The workgrcmp developcd an incentive funding formula that rewards States for their

performance in ﬁve cnucal arcas: paternity establishment, support order establishment,

collections on current support. collections on support past due (arrearages), and cost
{

effecuvemss These measures are commem with the legislated mission of the program and
¢

ux; Slxau:gic Plan and its pulcoine measures. There is Ml consensus from State partners that
\ :

these measures represant the appropriate focus for the program.
: 3

The workgroup also astablished performance standards for esch of the measures. These

standurds would deteaning the wnount of luceulve a State would receive for a certain level of

performance and reward States for roaintaining high performance or making substantal gains

;
in improving their performance. The standards are designed to provide tough but reachable
targets for pmfom by rewarding States with highet incentives as they improve. The
standards for the first four measures inchude a performance threshold. Undor this scheme, and
Mh the cusrent system, no incentive would be paidl {inless a State achieves a significant

improvemenr in performance. For the final measure on cost effectiveness, if a State collects

- - — s — b T AM o
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less than two dollars for every onc dollar expended, no incentive would be paid.

Each Swate would eanrl flve scores based op performance on each of the five measures.
Workgroup members believed all the measures weze immportant, but the first three measures --
paternity establishment, support order establishmant and colléctions on current support — were
critical. Paternity establishment and support order establishment are prerequisites of collecting
cwrTcnt support, whioéh 1s essential for family self~sulfivicocy. DPorformauce ou the first duce
measures could carn a stightly higher incentive than the last two measures -- collections on

- arrearsges and cost effectiveness.

The amount of potennal incentive paymwents for cach measure avajlable to each State would be

based upon @ pcrumagc of its own State child suppon oollecﬁons - jts "collections dase."

|

- The collection basa mcludes collections in both Temporary Assistance to Needy Families
1

('TAN‘F) cases and nonasslstancc cases. The collections base also Includes collections made for
t

farodlies who were neve.t on assistance. However, we recommend that collecmms in TANF

cases and former TANF cases be welghied double, e.g., every dollar collected counts as $2.

Counting collections for incentives purposes in this way accomplishes threo objectives:
i

)

[ Y] Ciam Ty ~oa teman A~ - Vo e w4
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Statag with large former TANF caseloads would no longer be penalized by a
cap as in the current formula. Many States are moving families off welfare and

their success is not being recognized because of this cap under current law.

States would have a strong incentive to pursue action on TANF cases and
former TANF cayes. Pur these Guuidlics, child support ts criddcal 10 aclileving

independence and not refurning to puhlic assistance rolls.
5 . : |

i B
Direct savmgs to State and Federal governments result from collecting child
support in TANF cascs. Costs of other public benefit programs such s Food
Stamps and Medicaid could also be avoided by making collections in these

i

cases.

Becausa this system would for the first tima be performance-based, some States would
naturelly lose incentives by moving 1o the new system_.j ‘I'o mitigate this loss, we recommend
that the formula be ph:ased in over two years. For FY?2000, a Suate would earn half of what it
would have earned undar the old. formula and half of what it earns under the new calculation.

In FY ﬁOOl, the new formula would be fully implementad. This would give

s (-1 R )Tt~ oy Famca —~a W P . = s
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States more time to adjust their programs, budget for apy financial impact and improve their
forformnme. Of course, the Offics of Child Suppont Enforcement would continue to work
with States to assist them during. this transition.

‘ | .
The workgroup was concerned thar. with the enactment of welfare reforin, the child support
enforcement program is Hkely to change dramatically ip the next few years. Therefore, the
report recommends thnt the ckild support program's remlrs and effects of the new incentive
system should be revwwed peniodicaliy. Limited dl‘Clieﬂon should be granted 1o the Secretary
of Health and Human_ Services to make appropriate changes, in consultation with the States,

based on the program's actual results and effects every three to flve years.

The workgroup's report includcs recommendations with rupuu w vther aspects of prugmm
funding beyoml mcantwes We have endorsed the workgroup s recommendations with
regpect to the lncennve formula itself, but have reserved judgment on other aspccrs of the
recommendations be.canse further work may bhe nwde;ou broader program funding issues.
Tor example, we are commiticd to working with States and the Congress to develop
legislation, if necessary, to ensure that State flexibility under TANF does not result in costs to
the Federal Governmf:':m due 1o the potential loss of child support collections.

! : '
Finally, in keeping with the mandate that the nsw incentive finding formula be cost neutral,
we have ensured that the new incentive formuls wouldfinm cost more than the current formiila.

t

Durling the legislative process, if subsequent cost estimates show. that the furmula is not cost
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T

neutral, adjustments up or down can be made. We have indicated in the report that we wilk

work with thc Officc of Management and Rudget and our State pariners tn develop an

awwmatic adjustment mechaniyn W ensure cust oeutrality.

We now have the g:rotlmdwml: in place for a mote results-oriénted managemen of the Natiound
1

child support enforcement prograrn. We strongly urge Congress to pass legislation on the
J

reconunended incentive funding system to allow the child support enforcement program to
)

truly be driven by acﬁleving results for families and children in need of suppornt.

The work accomplishex o present Whis repocl drough Stule-ledersl prsnership iy
representative of past collaboration and the future direction that we will take together to
strengthen the program and improve the lives of children.

' 1

¥

Tn conclusion, Mr. Chalrmoun, let me restate:

The recommended Incentive funding formula, developed in consuitation with the
States, would reward performance and remain revenue neutral. Ji is mough bt

fair and will Jead to posifive results for families.
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The uew incentive funding formula would complement the results-oriented
Stare-Federal parmership that has already successfully piloted the Government
Performance and Results Act,

{
The Administration is committed to working with States and the Congress to
adiress TANTD mainienance of effort Issucs which may result in costs w the

Federal Government due 10 the potential loss of child support collections.

r.

I want to thank the Commiuee for your work on bebalf of Amcrlca s children. Their fumre

w111 be s:gmﬁcantly improved because of the new oolleclion tools and other reforms required

of States by welfare retorm.

10
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él Cynthia A. Rice 03/17/97 09:51:14 AM
—

Record Type: Record

To: Elena Kagan/OPD/EQP, Diana Fortuna/OPD/EOP

cc:
Subject: | will respond to clearance request for HHS Testimony on Child Support Enforcement Incentive Report

I don't think either of you need to do anything, although you were both sent copies. |'ve already
asked HHS to beef up the section citing the Administration’s accomplishments to date {bottorn of
first page} -- the rest, except a mistake | found on page 5, seems fine.

Melinda D. Haskins 03/17/97 09:04:00 AM

Record Type: Record

To: Cynthia M. Smith/OMB/EQP, Cynthia A. Rice/OPD/EQP, Wendy A. Taylor/OMB/EQP

cc:
Subject: HHS Testimony on Child Support Enforcement Incentive Payments Report

Comments are due on LRM MDH38 -- HHS' testimony on its recommendations for revamping the
child support enforcement incentive payment system -- are due at 4 pm today. Thank you.
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LAM ID: MDH32
EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
washington, D.C. 20503-0001

: Wedrf\esday. March 12, 1997 s U R GE NT

LEGISLATIVE REFERRAL MEMORANDUM

i

TO: i Legislagive Liaigon Officer - See Distribution below
< {_@é{ CCA. i
FROM: Janét R, Forsgren (far) Assistant Director for Leg:slatwe Referance
OMB CONTACT: Melinda D. Haskins -
PHONE: {202)395-3923 FAX: (2021395-6148
SUBJECT: JUSTICE Proposed Draft Bill on Child Support Recovery Amendments Act of
1997 &Y
DEADUNE' 10 am Thursday, March 13, 1997

In accordance WIth QOMB Circular A- 19 OMB requests the viaws of your agencv on the above
subject before advising on its relationship to the program of the President. Please advise us if this
item will affect direct spending or receipts for purposes of the "Pay-As-You-Go" provisions of Title
XIit of the Omnibus Budget Reconciliation Act of 1990.

COMMENTS: The attached Departrﬁent of Justice (DOJ) draft bill would amend the
Child. Support Recovery Act pursuant to the President's July 21, 1996, directive to
DOJ to establish a fslony offense for'a person who Wwillfully fails to pay child
support for a child in another State. This draft bill is similar to a DOJ draft bill
that was transmitted to the Congress on September 27, 1996.

DOJ has requested that OMB clear this draft bill by tomorrow {Thursday, March x:
13th.) It plans to transmit its draft bill to the Congress tomorrow.

DISTRIBUTION LIST

AGENCIES:

29-DEFENSE - Samuel T, Brick Jr. - {703) 697-1305

52-HHS - Sondra S. Wallace - (202) 690-7760

59-INTERIOR - Jane Lyder - (202) 208-4371

92.-Office of Personnel Management - James N. Woodruff - (202) 608-1424
114-STATE - Julia C. Norton - {202) 647-4463

129-VETERANS AFFAIRS - Robert Coy - (202) 273-6666

EOQP;

Kenneth S. Apfal
Cynthia M. Smith
Barcy White -
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Keith J. Fontenot
Robert G. Damus
Bruce N. Reud

Elana Kagan

Cynthia A. Rice
Diana Fortuna

Emily Bromberg
Pauling M. Abernathy
David J. Haun

E. Irene James
Raymond P. Kaogut
David M. Z2avada
Laura Oliven Siiberfarb
James C. Murr

Janet R, Forsgren
Robert J. Pellicci
Ronald E. Jonos
OMB-LA
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LRM tD: MDH32 SUBJECT: JUSTICE Preposed Draft Bill on Child Support Recovery
Amendments Act of 1937

e et et i e o TV o
* RESPONSE TO
LEGISLATIVE REFERRAL
MEMORANDUM

If your respongy to this request for viaws Is short {o.g., concur/no comment}, wa prefer that you respond by
e-mail or hy faxlng us this response sheat... If tha response is short and you prefer to call, pleasa call the
Leanch-wids lina shown helow {(NOT the analyst's lina) to leavo a message with a legistative assistant.

You may also respond by:
(1} calling the analyst/attornay's diract line (you will ba connected to voice mail if the analyst does not
answer); or
©.+ {2) sehding us a memao or letter ) . ,
Pleaso include the LRM number shown abova, and the subject shown below.

TO: Melinda D. Hasking Phonn: 395-3923 Fax: 395-6148
Office of Management and Budget
Branch-Wide Line [to reach legislative, assistant): 395.7362

FROM: . (Daw

{Nama)

__{Agency)

. [Telephana)

Tha fallowing Is tho roponse of our agency ta your raquest for views on the above-captioned subject:
Concur
______No Objoction
__ NoCommem
__ Sea proposed edits on] pages

__ Othar:

FAX RETURN of __ __pages, attached to this reponss sheat
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U.S. Department of Justice

Office of T.egislative AHoir ‘O‘? 4F
i &

+

e N ’ J , . ]
Offico of the Asshitant Antorney Qeneral Washingen, D.C. 20830

The Honorable Newt Gingrich
Speaker X
U.S. House of Repregentatives 5
Washington, D.C. 20s51$ '

Dear Mr., Spaakar:

Enclosed is a legislative proposal, the ”"Child Support
Recovery Amendments Act of 1997," which sgtrengthens federasl
criminal child support enforcement by establishing [elony
violations for aggravated ceses of failing to pay legal child
support ohligaticng and other measures. A seclion-by-section
analysis 1s also enclosed. We have forwarded an.ldentical
proposal to the Precident of the United sStales Senatae.

This propeosal regults from the Presldent’s directive to the
Attorney General of July 21, 1996. 1In that directive, the
Prasident gald that, "{w]lhile State and local agencles have and
must have primary responsibility for child support enforcement,
the Federal Covcrnment has a cruclully important role to play,”
and asked that the Attorney General take several specific steps
to strengthen child support enforcement efforts. One of these
steps was "to draft legislation to amend the Child Support
Recovery Act Lo establish a felony offense for a person who
willfully falls to pay child support for a child in another State

whore there has been an egregious failure to meet child support
obligations.” ' )

Current law makes it a federal offense willfully to fail to
Tny a ¢hild suppourt obligation with respect to a child who 1lives
n another State if the obligation has remained unpaid for longer
than a year or is greater than $5,000. A first offense is
subject to a maximum of six months of imprisonment, and a second
or subseguunt offense to a maximum of two years,

The draft bill addresses the law enforcement and
prosecutorial concern that the current statute dAnes not
adeyuately address more serious instances of nonpayment of
support obligations. For such cases a maximum term of
inprisonment of just six months does not meet the sentencing
goals of punishment and deterrence. Aggravated offenseg, such as
those involving parents who move from State to State to evade
¢hild support payments, require more severe penaltico.
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The draft bill creates two new categories of felony
offenses, subject to a two~year maximum prison term. These are:
(1) traveling {n interstate or foreign commerce with the intent
to evade a support obligation if the obligation has remained
unpaid for .a period longer than one year or is greater than
$§5,000; end (2) willfully falling to pay a support obligation
regarding a child residing in another State if the obligation has
remained unpaid for a period longer than two years or is greatar
than $10,000. These offenses indicate a level of culpability
greater than that reflected by the current six-month maximum
grison term for a first offense. A maximum two-year prison term

s appropriate for these offenses.

The current progosal is similar to one the Department
submitted to the 104th Congress, but the current proposal
includes several additional measures which clarify and strengthen
federal child support enforcement provisions. First, we have
congldered the statute’s application to child support orders
issued by Indian tribal courtgs. The draft bill now includes
within its defin{tlon section a reference to support obligations
as determined under a court order ot administrative process
ursuant to the law of an Indlan tribe. In addition, we have
ncluded a venue section which clarifies that prosecutions under
the statute may be brought in any district in which the ¢hild
resided or the obligor resided during a period of nonpayment.

The Office of Management and Budget has advised that there
is no objection from the standpoint of the Administration’s
program to the presentation of this proposal and that its
enactment would be in accord with the program of the President.
Please let us know if we may be of add?tional assistance in
connection with this or any other matter.

DRAFT

Andrew Fois
Assistant Attorney General

R

Enclosure

ORI
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' DRAFT

{

A BILL

To establish feleony viclations for the fallure to pay lagal child

support obligations and for othar purposes.

the United States of America in ggng:ssg_g_g,mhlad*

 SEC. 1. SHORT TITLE.
! - : b
This Act may bé cited as the "Child Support Racovery

Amendments Act of 1597.V

SEC. 2. ESTABLISHMENT OF FELONY VIOLATIONS.

Section 228 of titla 18, United States Code,

o
b

is amended to

read as follows:

ng228. Failure to pay lagal child support obligations

"(a) Offaense.-~Any person who--
(1) willfully fails to pay a support obligation with

raspect to a child who rasides in another state, if such
obligation has remained unpaid for a pariod longer than one

year, or is greater than $5000;

"(2) travels in 1nter5tata or foreign commerce with the
4
intent to evade 2 support oblligation, if such obligation has

remained unpald for a periocd longer than one year, or ia

greater than §$5,000; eor
*(3) willfully fails to pay a support obligation with

respact to a ochild who resgsides in another state, if such
obligation has remained unpaid for a period longer than two

© years, or is greater than $10,000;

shall be punished as proviﬁed in subsection (c).
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"({b) Prasumption.--The existenca of a suppoert obligation
that was in effaect for the time period charged iﬁ the indictment
orlinformation creates a rebuttable presumption that the obligor
has the ability to pay the support obligation for that tima
peried.

"(a) Punishment.--The?puniehment for an offense under this
section ig-- |
"(1) in the case of a first offense under
subsection (a)(1), a fine under this title, imprisonment for
not more than 6 nmontha, or both; and
"(2) in the c¢asa of an offense under subsection (a) (2)
or (a)(3), or a second or subsaequent offanse under
_ aubnactlon (a)(1), a zine under thxs tltle,ijprisonment for
! |8

not more than 2 years, or both.

(

"(d) Mandatory Rcstitution.--gpon a conviction under this
gsection, tha court shall ordar restitutlon under section 3663A in
an amount egqual to the total unpaid support obligaticn as it

exists at the time of sentencing.

"(e) Definitions.~=As used in this section—-

Vool v

"{1) the term 'support obligation! neans any amount
determined under a coﬁrt order or an order of an
adninistrative proces; pursuant to the law of a State or of
an Indian triba to ba due from a person for the support and

maintenance of a child or of a child and the parant with
whom the c¢hila is iiving; and
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ni2) the term 'étate' inaludes any Stata of the United
Stataes, the Districtkof Columbia, and any commonwealth,
territory, or posaesgion of the United staéea; and
"(3) the term 'fndian triba' means an1Indian or Alaska
Native triba, band, nation, pueblo, village, or community
that the Secretary of Interior acknowledges to exist as an
Indian tribae pursuant to section 102 of the Federally
Recognized Indian Tribe List Act of 1994 (25 U.S.C. 479a).
"(r) Venue. - Any offengse under this section may ba 1nquired
of and prosecuted in any district in which the child resided or
the obligor resslded during a period of nonpayment, or in any

other district otherwise provided by law.".
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SECTION-BY-SECTION ANALYSIS

The Child Support Recovery Amendments Act ;f 1997 amands the
current criminal statute regarding the fallure éo pay legal child
support obligations, 18 U.S.C. §228, to create felony violations
for aggravated coffenses. tCurrant law makes it é fadearal offense
willrully to fail to pay a Chlld support obligation with raspect
to a child who lives in another State if the obligation has
remained unpaid for longer than a year or is greater than $5,000.
A first offenée is subject to a maximum of six months of
imprisonment, and a second or subsaquant offengse to a maximum of
two years.

The bill addressss the law enforcement and prosecutorial
concern that the current statute does not adequately addresa more
gerious instances of nonpayment of support obliéations. Foxr such
offenses a maximum term oflimprisonment of just %ix months daoes
not meeat the sentencing goals of punishment and aeterrence.
Aggravated offenses, such as those 1nvolving parents who move
from State tco State to evada child support payments, require nors
severe panalties. !

Section 2 of the bill creates two new catogbries of felony

offenges, subject to a two-year maximum prison tarm. These ara!

(1) traveling in lnterstate or foreign commerce with the intent

to evade a support obligatien if the obligation has remained
unpaid for a period longer than one year or is gfeater than
$5,000; and (2) willfully failing to pay a support obligation
regarding a child residing in another State if the obligation has

remained unpaid for a period longer than two years or im greater

¢
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than 310 000. These orrenses, propesed 18 U.S. C szzs(a)(z} and
(3i; indicate a laval ot culpability greater than that reflectod
by the current six-month maximum prison term forfa firet offense.
The level of culpability demonstrated by offende;s whe commit the
offenses described in these provisions {s akin tE that
dsmonstrated by repeat offenders under current léw, whe are

subject to a maximum two-year prison term.
r

Proposed section 228(b) of title 18, United:statcs Coda,
statas that the existence of a support obligatio; in effact for
the time period charged in the indictment or infSrmation creates
a rebuttable presumption that the obligor has thé ability to pay
the support obligation for that period. AlthougL "ability to
pay" is not an elemant of the offense, a'demonst;ation'of the
obligor's ability to pay c?ntributes to a show;ng of willful
failure to pay the known obligation. The presumption in tavor of
abllity to pay is neaded pacause proof that tha ;bliqor is
earning or acquiring incom: or assets is difficuat. child
suppeort offenders are notorlous for hiding assets and failing to
document earnings. A presumption of ability %o pay, based on tha
existenca of a support obligation determined under State law, is
useful in the jury's determination of whether the nonpayment was
willful. an offender whe lacks the ability to pay a support
obligation dus to legitimate, changed circumstances occurring
after the issuance of a support order has State oivil means
available to reduca the support obligation and thereby avoid

violation of the faderal criminal statute in the first 1nstance.

*
k -
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In addition, the preaumptién of ability to pay sat forth in the
111 is rebuttable; Q deféndant can put forth evidence of his or
her inability to pay. )
The refarence to mandatory restitution in proposed
saction 228(d) of title 18, United Statas Coda, amends the

current. restitution requirement in section 228(c). The amendmeant
conforms the restitution citatjion to the new manéatory
rgstitution provisionlor fsdoxal law, 18 U.S.C. §3663A, .enacted
as part of the Antitarrorigm and Effective Daath Penalty Act of
1956, P.L. 104-132, sectio: 204. This change simply clarifies
the applicability of that statute to tha offanse of failure to
pay lagal child suppert obligations. ‘

For all of the viclations set forth in propesed
subsection (a) of section 228, tha qovofnment must show the
existence of a determination regarding the support obligation, as
under current law. Under proposed subsaction.(e)(l) the
government must show, for ?yample, that the support obligation is
an amount determined under a court order or an order of an
administrative process pursuant to the law of a State to bs due
rféﬁ a ﬁeraon for the Bupport'and maintanance of a child or of 5
child and the parent with whom the child tis 1ivin§. Proposed
subsection (e) (1), however, expands the scope of covered support
obligations to include amounts determined under a court order or
an order of an administrative process pursuant to the law of an

Indian tribe. Subsection (a) (3) defines the term 'Indian tribe’

to mean an Indian or Alaska Native tribe, band, nation, puehln,
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4 ,
village, or communlty that the Segurstary of Interiox acknowludyas
to exist as an Indian tribe pucsusat to section 102 of the
Fedarally Racognized Indian Tribe List Act of 1994,; 23 v.s.c.

" §479a. Tha axpandead de];init:.;lar? parmits enforcement of thg
statute rfor all children zoflwhom chila support was ordered by
either a state ¢or trikal court or through a sState or tribpal
administrative process.

Proposed subsection (e)({2) of secticn 228 amepds the
dafinition of "Stata," currently in subsection (d) (2), teo clarify
that prosecutions may be brought under this statuté in a
commonwealth, such as Puerto Rico. The current de%inition of
“State" in section 228, which includes possessions and
territories of tha United States, docee not expressly include
commonwealths. ‘

Proposed subsection (f) clarifies that prosecutions for
viéiﬁtioﬁs of this sgéﬁion may' be brought aither in the diatrict
where the child resided or the obligor resided during a period of
nonpayment. Inclusion of this language is necessary in light of
& raecant case, Murphy v. United States, 934 F.Supp. 736 (W.D. Vva.

1996), which held that a prosecution had been improperly brought

in the Western District of Virginia, where the child regidead,
bacause the obligor was required, by court order,'to asend his
child support payments to the state of Texas. Proposed
gubseotion (f) is not meant to exclude othar venue statutes, such
as section 3237 of title 18, United States Coda, which applliasg to

offenses begun in one district and completed in another.
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